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LETTER OF TRANSMITTAL 


DEAR SENATOR FULBRIGHT: At your direction, the staff has pre- 
pared a report on certain aspects of economic development in the 
South, with particular reference to income and credit. The materials 
presented in part I focus on the growth and present status of per capita 
income in 11 Southern States. Part II is concerned with the major 
sources of loan funds for business, agriculture, and the consumer. 


The primary task of gathering and organizing the data and preparing 
the report was undertaken by John C. Jackson and Sar A. Levitan, 
economists of the Legislative Reference Service of the Library of Con- 
gress. Miss Frances K. Topping of the committee staff edited the 
report for publication. 


ROBERT A. WALLACE, 
Staff director. 


VII 








миту ымам ас ОЉА АЊА 








84TH CONGRESS | ЗЕХАТЕ REPORT 
9d Session 








SELECTED MATERIALS ON THE ECONOMY OF THE SOUTH 










OcToBER 5, 1956.— Reported under authority of the order of the Senate of July 26 
(legislative day, July 16), 1956, and ordered to be printed 






r. FuLsricut, from the Committee on Banking and Currency, 


5 ibmitted the following 






REPORT 











PART I 









INCOME IN THE SOUTH! 


The average income of the people in the South is lower than that 
of any of the other six regions of the United States. In 1955 the 
average per capita income in the South was $1,292, or not quite two- 
thirds that of the rest of the country. 
























PER CAPITA INCOME IN THE SOUTH 








In 1955, the Southern State with the highest per capita income 
(Florida) has ranked 24th among all the States. Most of the Southern 
States were in the lowest fourth on the basis of per capita income, 
The six States with the lowest income were all in the South. The 
people in the State with the lowest per capita income (Mississippi) 
received less than half the average income that was enjoyed by the 
people in the rest of the — 

During the past quarter of a century the South has made sig- 
nificant progress in — up economically with the rest of the 
Nation. In 1929, the first vear for which data are available, the per 
capita income of the South was half that of the average for the 
United States, compared with 70 percent in 1955. During the inter- 
vening 26 years the average per capita income, measured in current 
dollars, rose in the South by 257 percent; the comparable gain in the 
rest of the country was 141 percent. 

The most striking advances in the catching-up process were made 
during the World War II years. More than half of the gain in the 
26-year period was made during the 5-year period between 1940 and 






















1 For the purposes of this study, the South includes the following 11 States: Alabama, Arkansas, Florida, 
Georgia, Kentucky, Louisiana, Mississippi, North Carolina, South Carolina, Tennessee, and Virginia. 
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1945. In the next 5 years the South lost some ground, but regained 
it and inched forward again during the economic and industrial ex- 
pansion following the outbreak of the Korean war. During both 
wars, with the rising shortages in human and physical resources, the 
South enjoyed a relatively greater rise in per capita income than the 
rest of the country. In 1955, the South and the Far West led all 
other regions in the relative rise of per capita income. Of the 7 States 
that marked largest gains during last year, 4 (Alabama, Georgia, 
Mississippi, and Florida) were in the South. 


TABLE 1.—Per capita income, United States and the South, 1955 


Percent of | Rank among 





Area Per capita United 48 States 
| States 

ППИ Па њега id $1, 847 100.0 

Пе lai eS MM : 1, 292 70.0 

Rest of United States. ..... — — ——— 1,991 107. 8 

Ае о огањ њи 1, 181 63.9 4^ 
Arkansas... — мый» - Haan i 1, 062 57.5 47 
Florida..... — — рама minio 1,654 | 89. 6 24 
сс њи — d 1, 333 | 72.7 38 
асоцира М асаан 1, 238 | 67.0 4 
ПА а یی ی وی و ی ی ی و‎ ad, deci ais | 1, 333 72.7 35 
вошь ина — 46 51.2 48 
MM CV eiae site dtd ic М ———— 1, 236 66. 9 44 
ПИ — — — oic 1, 108 60. 0 4! 
(eee esed ams e 1, 256 68. 0 41 
E ی ی ی چ ی‎ E oan 1, 535 88.1 | 3: 


Source: U. 8. Department of Commerce; Survey of Current Business, August 195 
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The regional variations in income are due to a complex combination 
of socioeconomic and natural factors. In the following pages some of 
the more prominent factors will be examined. 


POPULATION 


The growth of population, a resultant of both natural increases 
and migrations, has reflected differences in economic opportunity and 
income. Between 1940 and 1955 the civilian population of the 
United States rose twice as rapidly as that of the South. Only 2 
States, Florida and Virginia, grew more rapidly than the Nation, 
while 2 other St: ates, Arkansas and Mississippi, actually lost popu- 
lation during the 15-year period. It is of some significance that the 
two States which made the highest gains in population also enjoyed 
the highest per capita income in the South, while the States whose 
population declined ranked at the bottom, both in the South and 
in the Nation, in terms of per capita income. This is not meant to 
suggest that there exists a perfect negative correlation between out- 
migration and the level of income. Undoubtedly other factors 
influence population movement, but it appears that regional or area 
differences in income are signific. ant factors contributing to the migra- 
tion of population. 


TABLE 3.—Civilian population in United States and the South, 1940, 1950, and 19565 


Civilian population (thousands) | Percent change 
Area 


| July 1955 | April 1950 | April 1940 | 1940 to 1955 | 1950 to 1955 


D е А» | 52, 284 | 149, 634 | 131, 658 | +23. +8.5 
South 32, 790 31, 438 28, + +4.3 
Re st of United States_. 29, 494 118, 196 3, 381 | +25. : 4-10. 0 
Alabama. ........ 2, | 

Arkansas.. 

Florida.. + 
Georgia + 
Kentucky 

Louisiana 

Mississippi а | 
о о Же льна ی ن‎ Дир 
BENE CM о о ни 
‘Tennessee T 

Virginia 


1 
+ —1.6 
—2.4 

|-75. 6 +23. 3 
14. +4.0 

+3. +1.2 
+22. 6 +8.7 
4, —3.7 

+17. +4.4 
+17. +6.2 
+13. +3.6 
27. +6.7 


1. 

5. 
006 | 3,053 | 5.8 
770 9 
364 | 
539 


1, 908 | 
2, 729 | 


3, 402 


من دب س ان 00 
d a} у‏ 
= ټی 


222 


©› 5л : 
125 65 


902 | 2, 670 
085 | 2, 104 
190 4, 014 | 
| 226 2,096 | 
| 339 | 3, 281 | 
| 421 | 3, 208 | 


RT | | 


Source: U. S. Bureau of the Census; Current Population Reports, Series P-25, Nos. 72 and 125, 
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The relatively lower gain in population in the South as compared 
with the rest of the Nation is caused by the number of people moving 
out of the area rather than by a lower birthrate. The relative excess of 
births over deaths (natural increase) has been greater in the South than 
in the rest of the country. The 1954 natural increase in the southern 
population was 1.9 percent compared with 1.5 percent for the rest of 
the country. Furthermore, the natural increase in 9 out of 11 South- 
ern States exceeded the 1954 United States average of 1.6 percent and 
the record of the other 2 States was equal to the national average. 

Between April 1950 and July 1954 the number of civilian persons 
leaving the South was 1,191,000 greater than the number of those 
moving in, and in 2 of the 11 States the net departures during the 
4-year ] period exceeded one-tenth their total population. Florida was 
the only State in the South which gained civilian population during the 
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period, not only as & result of natural growth but also because more 
people moved into the State than migrated out. More than a tenth 
of the present population in the State has resulted from the net 
migration since 1950. 


TABLE 4.—Net civilian migration, United States and the South, April 1950 to July 
1954, and percent natural growth, 1954 

















Area April 1950 growth, 

to July 1954 1954 

(thousands 
лао Овен. она +1, 233 1. 
Muni ас са аркы анионы —1, 191 1.4 
Rest of United States............- е +2, 424 1. 8 
ПИ а cil dacacadubiss acides o ddbinde «ida ad tnu aiiis e dau — 277 1.9 
О.о ы анална наа оа —247 L4 
PEIUS. ель: пре она 5 +330 1 
OT ONNO єз А њо аенда — 147 2 
Сеоне о Дена s 176 1.( 
BORD. uua а оа оодан ‘ —30 2 
И ооо ный —— — 231 2 
DECIDEN а арса — —170 2 
Пл СОНРА. мае aaa -67 2 
А Па оси si —128 1 
Оо ОИ Å Š -- 4X | 


Net migra- 
tion,! 


Percent 
natural 


i Net total migration comprises both net immigration from abroad and net interstate migration 


Source: U. S. Bureau of the Census; Current Population Reports, Series P-25, No. 124 
LABOR FORCE 


Employment by major industry groups 

There are large differences in the annual earnings of persons in 
different occupations. In the United States as a whole, the 1955 
average income of persons engaged in agriculture was less than three- 
fifths the income of persons engaged in nonagricultural occupations. 
The average agricultural income is sharply pulled down by the con- 
centration of low-income farms in the South. 

Even greater disparities are found between the earnings of the full- 
time employees (excluding proprietors) engaged in agricultural and 
nonagricultural occupations. Annual earnings of employees engaged 
in manufacturing during 1955 were 2.7 times the earnings in agricul- 
ture. Service employees received the lowest earnings among the 
nonagricultural group, but the average employee in this categors 
received 70 percent more pay than the average agricultural employee. 


'TABLE 5.—Farm and nonfarm income in the United States, 1955 





Item Farm Private 
nonfarm 


'T'otal income (millions)........... д ури о rid Led $14, 374 | $238, 078 





Total employment (thousands) -.-. rae dea RS Eur $ 5.175 49, 011 
Annual !(пеоте рег реггоп___._--_-------------------- Е е р ES, $2, 778 $4, 848 








Source: Derived from U.S. Department of Commerce; Survey of Current Business, July 1956, table 28, 
and August 1956, tables 3 and 4. 
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TABLE 6.-—Average annual earnings in United States per full-time employee, 1955 
Annual 
Industry earnings 
All industry $3, 830 
Agriculture у 599 
Manufacturing | 351 
Wholesale trade 4, 777 
Retail trade. ........ bur — 221 
Finance, insurance, real est: ate. : 22 032 


~“ 


Transportation bas 755 
Services 3 P = 2, 789 
а А ьан: C NE 3, 711 


Source: U, 8, Department of Commerce; Survey of Current Business, July 1956, p. 20. 
J J | 


Variations in industry distribution have a direct bearing upon 
differences in levels of personal income among regions. The latest 
available data for the industry distribution of the total labor force are 
those of the 1950 census. An examination of these data shows some 
significant differences between the industry distribution of persons 
employed i in the South and in the Nation. The percentage of persons 
engaged in agriculture was more than 2.5 times as great in the South 
as in the rest of the country, while the percentage of persons engaged 
in manufacturing was only two-thirds as great. Furthermore, in 
manufacturing, Enployment in nondurable “goods predominated in 
the South, while in the Nation employment was greater in the produc- 
tion of durable goods, where income and the earnings of workers are 
substantially higher. 

The occupational structure in the South varies considerably among 
the individual States. The percentage of employed persons engaged 
in agriculture in 1950 ranged from 12.2 percent in Florida (which 
equaled the national average) to 42.1 percent in Mississippi. 

More recent data for the distribution of employees in nonagricul- 
tural establishments cover about 60 percent of the total labor force 
in the South and exclude proprietors, self-employed, unpaid family 
workers and domestic workers. The data show that nonagricultural 
employment in the South during the 16-year period 1939-55 rose by 
79 percent as compared with a rise of 63 percent for the rest of the 
Nation. The greatest relative rise was in finance, insurance and real 
estate. The total number of jobs in nonagricultural industries also 
rose relatively more rapidly in the South than in the Nation, but the 
11 Southern States trailed the Nation in the growth of construction 
employment and in manufacturing employment, the expansion was 
about the same. The relatively low representation of the South in 
manufacturing, particularly in the more productive and better paid 
durable goods industries, as well as the relatively high proportion of 
employment in low-yielding agriculture, go far to account for the 
relatively low per capita income in the South. 
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TABLE 7.—Employment in nonagricultural establishments by major industry groups, 


United States and the South, 1939 and 1955 





























Employment 1955 (thousands) 1955 as percent of 1939 
Industry 

United Rest of | United Rest of 

States South United States South United 

States States 
Toho вољне љиљани ји в 49, 950 7,837 42, 113 | 165 179 163 
Па 770 142 | 628 | 91 97 90 
СОМГА construction. . ................-. 2, 780 482 | 2, 298 242 175 247 
MONDE. ось OEE 16, 556 2, 428 14, 129 164 | 163 165 
'Transportation and public utilities. . ..... 4, 056 | 616 3, 440 139 | 147 138 
МИ <->. Mei ae 10, 803 1, 788 9, 015 163 | 204 157 
Finance, insurance, and real estate........ 2, 215 283 1, 932 162 257 154 
ETS E aada 5, 854 823 5, 031 175 181 174 
و‎ aaa 6, 915 1, 275 5, 640 173 193 170 





Source: U. S. Department of Labor; Employment and Earnings; Annual Supplement, June 1956. 


Florida showed the largest relative as well as absolute growth among 
the Southern States in nonagricultural jobs between 1939 and 1955. 
Its relative growth was greater than that of the Nation in every major 
industrial category, with construction and finance, insurance and 
real estate growing especially fast. Employment in these categories 
tripled. Eight other Southern States were ahead of the Nation in 
their relative rise of nonagricultural employment. Only Arkansas 
and Kentucky trailed the United States average, but by very slight 
percentages. Thus, while the rate of growth of nonagricultural em- 
ployment has been greater than in the rest of the Nation since 1939, 
the South still has a smaller proportion of its labor force engaged in 


nonagricultural employment. 


TaBLE 8.—Employment in nonagricultural establishments, United States and the 


South, 1939 and 1955 


















[Thousands] 

Area ltimpioyment, Employment, 1955 as per- 

1939 | 1955 | cent of 1939 

— — — — — 
a 30, 287 | 49, 950 | 165 
ИЕ —— 4,372 | 7, 837 | 17 
Rest of United States. PT ODEYE PEE pasa] 25, 915 | 42, 113 | 163 
AMENS ....-..-.--.- SALLE OS, 398 | 684 | 172 
Па оче И А че одан на A 196 | 315 | 160 
— —— ⸗— —4— 385 | 933 | 242 
Georgia... АС ао en e ин 512 | 928 | 181 
КАЛАУ, cok cians be E SD adios VERAX aiu] 377 | 601 | 159 
Louisiana... D DE x 393 | 705 179 
Mississippi...... а њи И 201 | 353 | 176 
Men онш водной во вањми 612 | 1,037 | 169 
RUNE, Leer rr eren ern. ERA ede 302 | 518 | 72 
СЕЕ а ео бань: 463 | 846 | 183 
"TREE aie Cei Rae tr и soani 533 | 918 72 








Source: National Industrial Conference Board; The Economic Almanac, 1953-54, pp. 418-419, 430-431 
for 1939 data: U. S. Department of Labor; Employment and Earnings, Annual Supplement, June 1956, 


pp. XII, 64 for 1955 data. 


Participation in civilian labor force 


The employed persons in the South have to share lower incomes 
with a larger number of persons than the gainfully employed elsewhere 
in the United States. The 1950 census of population showed that 
the number of employed persons per hundred people was 10 percent 
lower in the South than in the rest of the country. While the varia- 
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tions by States do not seem to follow a consistent pattern, every one of 
the 11 Southern States had a ratio of employed persons to total popu- 
lation lower than the national average. Out of every 100 persons in 
the South 34.9 were gainfully employed in 1950; the comparable ratio 
for the rest of the country was 38.3. 


TABLE 9.—Civilian employment as percent of population, United States and the 
South, 1950 
United States 37. 6| Kentucky . 
34. 9| Louisiana 32. 8 
Rest of United States.......... 38. 3 | Mississippi. 33. 1 
Alabama 83. 2| North Carolina. .............- 36. 5 
Arkansas 32. 3| South Carolina 36. 0 
Florida 37. 0| Tennessee 34. 6 
Georgia . 9| Virginia 


Source: Derived from U. 8. Bureau of the Census; 1950 Census of Population, 


Age distribution 

A major factor that partly accounts for the lower proportion of the 
population participating in the labor force in the South lies in regional 
differences of age distribution. According to estimates made by the 
Bureau of the Census in 1953, persons between the ages of 18 and 64, 
those most likely to be in the labor force, constituted 54.3 percent of 
the Southern population in 1954; the comparable percentage for the 
rest of the Nation was 4.1 points higher. The smaller proportion 
in the most productive age groups in the South may be due to the 
somewhat higher birthrates, but is more likely the result of out- 
migration, which is heaviest among those entering or in the prime 
of productive life. These forces may be greater than the statistica 
suggest because there is a powerful counteracting force of inmigra- 
tion of persons beyond their productive years who settle in the South- 
ern States on retirement. While Florida is the most conspicuous 
illustration of this factor, practically all the Southern States attract 
nonnative retirees to some degree. As of 1954, only two Southern 
States, Arkansas and Florida, had a higher percentage of popula- 
tion 65 and over than the rest of the United States. A recent study 
of the effects of age composition upon per capita income estimated 
that differences in the age composition of the population accounted 
for from one-eighth to a quarter of the variations in State per capita 
income. 


? Frank A. Hanna, Age, Labor Force, and State Per Capita Income, 1930-50, The Review of Economics 
and Statistics (February 1955), p. 69 
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TasLE 10.— Distribution of civilian population by age groups, United States and the 
South, July 1, 1954 


| Thousands] 






Under 18 18 to 64 65 and over 

















| 
Area | Total | | 
| | Number | Percent | Number | Percent | Number | Percent 
| | | of total | of total | | of total 
= = | 159,078 | 53,734 33.8 | 91,616 57.6 | 13,729 | 8.6 
South. А ос И 12, 417 38.3 17, 603 54. 3 | 2, 394 | 7.4 
Rest of United States. ......... | 126, 665 | 41,317 | 326 74,013 58.4 | 11,335 | 8.9 
Alabama........... SA 2, 980 1, 175 | 39. 4 1, 591 53.4 214 | 7.2 
= анне | 1,779 | 676| — 3&0 940 52. 8 | 163 | 9.2 
Be. Florida..... Minor duos eiua . 3, 213 | 1,077 | 33.5 1,839 57.3 297 | 9.2 
; Georgia. . ых | 3, 507 | 1, 373 39. 1 1,891 53. 8 243 | 6.9 
Kentuücky.......... | 2,911 | 1,098 37.7| 1,562 53.7 251 | 8.6 | 
Louisiana. . — | 2, 858 | 1, 112 38.9 | 1, 553 | 54.3 193 6.7 
Mississippl........ iss | 2, 102 | 869 | 41.4 1,074 | 51.0 159 | 7.6 
North Carolina. .... ------| 4, 138 | 1, 626 | 39. 3 2,259 | 54. 6 253 | 6. 1 
S South Carolina... уын. 2, 204 931 42.3 | 1,143 51.9 130 | 5.9 
b ЕЕ, 3,344 | 1, 217 36. 4 1,874 56. 1 254 7.6 
У Virginia... ......- | 8377) „ж 37,4 | 1,877 55.5| 237 | 7.0 | 
к | Source: U. S. Bureau of the Census, Current Population Reports, Series P-25, No, 130 | 
с f SOURCES OF INCOME 
; As already indicated, a major factor accounting for variations in 
income between the South and the rest of the country is the lesser 
: importance of manufacturing as a source of iacome in the South. 
k Wages and salaries in manufacturing in 1955 accounted for 18.1 
> percent of the total income in the South, but for almost a quarter 
of the income in the rest of the Nation. On the other hand, wages 
and salaries paid out directly by the Federal Government to civilian 
E and military personnel accounted for 1 out of every 10 dollars received 
35 \ in income by persons in the South, which was significantly higher 
E than the comparable percentage for the other regions of the country. 
The difference can be explained primarily by the concentration of 
military establishments in the South, the smaller volume of manu- 
facturing, and the higher average wages paid by the Federal Govern- 
ment regardless of locale. Military payrolls accounted for 5.3 percent 
of personal i income in the South and only 2 percent of personal income 
in the rest of the Nation. 
Agriculture was a relatively more significant source of income in the 
South than in the rest of the country. In 1955, income of farm 
proprietors and agricultural laborers accounted for 9.2 percent of the 
total income in the South compared with 4.0 percent m the rest. of | 
the Nation. Income from property was relatively less important in «| 





the South than in the rest of the country. "The other sources of 
income, as listed in table 11, do not differ significantly in relative 
importance in the South and in the rest of the United States. It 
j should, however, be noted that national income statistics do not "| 
include remittances that southern outmigrants send back home, which 

would tend to underestimate income in the South. But this may be 
counteracted by payments made to military personnel who are con- 

centrated in the South and may be sent in part to States outside 

the South. 
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B TABLE 11.— Distribution of sources of personal income, United States and the South, 
ў 1940 апа 1955 





[Percent of total] 


1940 1955 
Source of income ч т or re > Е 

United Rest of United | | Rest of 

States South United States | South United 

States | States 
Total personal income 100.0 100.0 100.0 100. 0 100. 0 | 100. 0 
Wages and salaries 63.2 60. 2 63. 6 68.5 66.0 68.9 
Farms 1.3 1.9 1.2 9 1.4 .8 
Mining. 1.6 1.9 1.6 3.3 1.4 1.2 
| Contract construction >. 2 2.5 2.1 3.9 3.8 4.0 
| Manufacturing 19. 8 15.0 20. 5 23.8 18.1 24.7 
Wholesale and retail trade. 11.5 9.8 11.7 12.1 11.4 | 12.2 
Ed Finance, insurance, and real estate 3. 1 2.1 3.3 2.9 2.5 3.0 
| "Transportation 1.6 1 1.6 4.1 4.0 4.1 
Communications and publie utilities 2.( 1 2.0 2.1 1.8 | 2.1 
| Ser vices 6.4 6.4 6.4 6.4 6.3 6.4 
| Federal Government, civilian 4.4 6.6 4.1 3.2 4.5 3.0 
| Federal Government, military 0. 6 1.7 4 2.5 5.3 | 2.0 
State and local government 5.5 5.4 5.6 5.3 | 5.4 5.2 
~ Other 1 | .9 I3 d .2 | 1 
Other labor income.. 9 — 9 2.: 1.9 2.4 
Proprietors' income 16. 6 24.3 15. 5 12. 9 17.4 12.1 
Farm | 5.8 12.8 4.8 3.8 7.8 | 3.2 
Nonfarm.... | 10.8 11.5 10.6 | 9.0 9.6 | 8.9 
Property income 16.2 12.1 16.8 12.3 9. 9 | 12.7 

Transfer payments | 4.0 3.5 4.0 5.8 6.6 | 5. 

Less: Personal contributions for social in- | | | 

surance. н | ‚8 ‚7 .8 1.7 | 1.8 | 1.7 





Source: Special tabulation by Office of Business Economies, Department of Commerce, August 1956. 


Total personal income measured in current dollars rose more rapidly 
in the South than in the rest of the United States during the 15 years 
between 1940 and 1955. 'The comparable increases were 355 and 277 
percent. 'The greater percentage increase in southern personal income 
is reflected in virtually all major sources of income; the growth of 
manufacturing, wholesale and retail trade, finance, insurance, and 
real estate, services, and transfer payments led the other sources of 
income. The increase in transfer payments does not, of course, 
reflect the economic growth of the South, but is largely a product of 
Federal social security and veteran programs. 














"T —À 
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TaBLE 12.—Sources of personal income, United States and South, 1955, and changes 
between 1940 and 1956 


| 


1955 | Increase 1955 over 1940 
Source of income iot ofa eru а ETE REEL. 
United | Rest of | United | | Rest of 
States | South United States | South | United 
| States | | | States 


| 
| | 
| |  ————— — 
| | 


| Millions | Millions | Millions | Percent | Percent Percent 








Total personal income. ............ $303,391 | $43,758 | $259, 633 | 286. 4 355. 3 276.8 
Wages and salaries........................| 207,093 | 28,806 | 178, 827 | 318.3 399. 1 307. 7 
MEME AAA S bees dd еар е лал | 2716 606] 2,10 | 163. 4 225.8 149. 7 
Mining.... ни И 3, 656 601 | 3, 055 | 184. 1 230. 2 | 17€ 
Contract cons truction.. Е ЕЩЕ 11, 962 1, 647 10, 315 599. 9 583. 4 | 602 
Manning. сз» —— | 72,132 | 7,912 64, 220 | 362. 9 | 449.8 | 354. 0 
Wholesale and retail....... | 36, 759 | 4, 974 | 31,785 | 307. 5 426. 9 298. 6 
Finance, insurance, and real estate. . . .| 8,81 | 1, 115 | 7, 696 259.2 | 446. 6 242. 2 
Transportation. | 12,386 | 1, 762 | 10, 624 240.4 | 258.1 | 237. € 
Communications and publie utility .. .| 6, 246 | 781 | 5, 465 | 304. 8 453.9 | 289. 9 
Services x 19, 407 | 2,748 | 16,659 | 286.1 349. 8 | 271.3 
Federal Government, civilian... ..... 9, 744 | 1, 988 | 7, 756 | 181.4 | 215. 1 | 173. 9 
Federal Government, military ........| 7, 495 | 2, 300 | 5,195 | 1,599.5 | 1,293.9 | 1,782.2 
State and local government........... | 15972 2 348 | 13, 488 | 266.8 | 355.9 | 251 
сае санте La ord 425 | 82 | 343 | 3009] 192.9 339. 7 
Other labor income. ...................... | 6, 996 | 814 | 6, 182 918.3 | 1,097.1 | 808. 7 
Proprietors' income................ у .| 39, 019 | 7, 614 | 31,405] 19909! 225.8 | 194.2 
| | 
MB. cerco Magica ob eios cid E MR | 3,403 | 8277 | 155.7 75.8 | 148.3 
Nonfarm........ еей,» == орыр». | 27,339 | 421 | 23,128 | 223.8| 281.8 | 215.1 
Property income............ ———— à 37, 355 | 4,354 | 33,001 193. 9 215.7 185. 7 
Transfer payments... | 17,516 | 2, 889 14, 627 462. 5 757.3 | 426. 7 
Less personal contributions for social in- | | | | 
ааваа Aa | 5188! 78| 4410 690. 9 980.6 | 655.1 








Source: Special tabulation by Office of Business Economics, Department of Commerce, August 1956. 
AGRICULTURE 


The percentage of the labor force employed in agriculture is fre- 
quently taken as a measure of the level of economic development 
and level of income of a region. Average money income of persons 
engaged in agriculture in the United States, as well as in other indus- 
trialized countries, is generally lower than that of persons employed 
in manufacturing and in nearly all other economic activities. This 
is particularly true of hired labor and of small, unproductive or margi- 
nal farmers. 

For 1955 the average annual earnings per full-time employee in 
agriculture, forestry and fisheries (excluding proprietors) were $1,599. 
The comparable figure for manufacturing was $4,351 or 172 percent 
higher. It is, therefore, to be expected that the relatively high ratio 
of agricultural employment in the South would have a depressing 
effect upon average per capita income. In 1950, almost 1 out of every 
4 persons in the civilian labor force in the South was engaged in agri- 
cultural employment. This ratio was more than twice as high as it 
was in the rest of the Nation. 

The average Southern farm is smaller in acreage than the Corn Belt 
or winter wheat farm, and smaller than farms in some other farming 
regions. Its total capital investment also is less than in regions where 
farms are larger. More of the farmers supplement their farm income 
with work off the farms and a greater proportion of the income from 
the farm goes to remunerate the farmer for his own work. The 
southern farmer uses more work stock to meet his motive-power re- 


| 












| 
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quirements than is commonly done in other regions. He less often 
owns a tractor, a truck, or an auto. He less often hires labor and 
machinery. But he uses more fertilizer per acre, as is proper because 
he emphasizes row crops such as cotton and tobacco, whereas other 
farms (heavily weighted by wheat and cattle ranches) as a whole can 
obtain good yields without such intensive fertilization. 

The financial problems faced by farmers and by lending institutions 
consequently are changing. When the farmer hires labor and hires 
machine work, he has to find more cash than when he depends on his 
own labor and his work stock, and on “store credit” for current 
purchases. The problem of financing tractors, whether used by the 
farmer only on his farm or hiring out, becomes an increasing problem 
for farmers, machinery and implement dealers, and the banks and 
other lenders. Likewise, the problems of financing livestock grows 
when farmers shift to raising commercial dairy and beef herds. 

Farm cost and size 

The value of land and buildings per farm in the South was, according 
to the 1954 census of agriculture, $8,538 compared with $26,194 for 
the other 37 States. More than a third of the farms in the South were 
under 30 acres while in the rest of the country the percentage was only 
18.2—just half the proportion. Similarly 62 percent of southern 
farms were under 70 acres while in the rest of the country the per- 
centage was 31—again just half the proportion. The average farm 
was 107 acres in the South and 323 acres in the rest of the Nation. 

The trend in the United States has been toward larger farms. The 
South has not fully shared in this movement. The size of the average 
farm in the South in 1954 was 107.3 acres, 31 percent larger than in 
1940; the comparable relative increase in all the other regions was 41 
percent. Similarly, the value of the land and building per farm in- 
creased relatively less during the 14-year period in the South than in 
the other regions. The movement toward consolidation of farms, 
however, seems to have accelerated in the South since 1950. Between 
1940 and 1950 the number of farms in the South declined from 
2,259,000 to 2,054,000, a drop of 9.1 percent compared with a decline 
of 13.3 percent for the rest of the country. From 1950 to 1954 the 
number of farms in the South declined by one-eighth, while the num- 
ber of farms in the rest of the Nation declined by one-tenth. This 
movement involves losses as well as gains but, after adjustments, will 
probably result in higher average per capita incomes. More farms 
"disappeared" in the South in the 4-year period between 1950 and 
1954 than in the whole previous decade. 


TABLE 13.—Farms, acreage and value, United States and the South, 1940, 1950, 
and 1954 





United States South | Rest of United States 


Item 








| | | 
1940 | 1950 | 1954 1940 1950 | 1954 | 1940 | 1950 1954 




















| 


Number of farms (in thousands)..| 6,097 | 5,382 | 4,782 | 2,259 | 2,054 | 1, 797 | 3,838 | 3,329 | 2,985 
Average size of farm (acres).......| 174.0 | 215.3| 242. 2 | 81.3 | 96. 8| 107.3 | 228.6 | 288.4 | 323.4 
Value of land and buildings (per | | | | | 

VEN Ld йад یی ی ن‎ 15, 518 ($13, 930 |$19, 706 \$2, 519 m 290 |$8, 538 м 282 sis, 585 $26, 194 


| | 1 | | 





Source: U. 8. Bureau of the Census; 1954 Census of Agriculture. Preliminary data. 
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As compared with the rest of the United States, the South has from 
2 to 3 times as many farms in the various categories of size from 
10 to 70 acres, and proportionately the same number of farms of 70 
to 100 acres. Above 100 acres, the rest of the country has from 2 to 
3 times the proportionate number of farms found in the South. While 
the optimum size of farm depends on the crops produced and the uses 
to which the land is put, size and the concomitants of size—invest- 
ment, machinery, fertilizer, hired labor—are an index of productivity. 

From 1940 to 1954 the percentage of southern farms between 10 
and 100 acres declined. However, the ratio of farms with an average 
acreage of 260 and over has increased by 43 percent and the per- 
centage of farms with 500 acres or more doubled between 1940 and 
1954. There was also an appreciable increase during this period of 
farms with less than 10 acres, but this was apparently due to the rise 
in residential farms and is not indicative of a farm production trend. 


TABLE 14.—Percentage distribution of farms by size, United States and the South, 
1940 and 1954 





æ í 


< 


| United States South Rest of United States 
Size of farm — md Bo it : 
| | | 
1940 | 1954 | 1940 | 1954 1940 | 1954 
| | | | 
All farms: Number (thousands) 6,097 | 4,782 | 2,259 | 1, 797 3, 838 2, 085 
Percent: | | | | | 
| 8.3 | 10.1 | 8.7 | 12. 5 8.1 | 8.7 
10 to 29 acres.............. t: 16.6 | 14. 9 26.7 24.0 10.7 | 9 
30 to 49 acres....... ‘ . | 12. 6 | 10.4 | 18. 4 | 15. 6 | 9.2 7 
50 to 69 acres... l 8.4 | 7.2 | 11.3 | 10.2 | 6.7 5.5 
70 to 99 acres. ........... — 12. 8 | 10.8 | 11.7 | 11.1 | 13. 5 10.7 
100 to 179 acres..... а | 21.5 | 19.9 14.6 14.4 | 25. 6 23. 2 
180 to 259 acres. ......... iss 8.0 | 9.7 4.4 | 5.2 | 10.1 12. 4 
260 to 499 acres.......... i EX EET 7.5 | 10.1 | 3.0 | 4.4 | 10.2 13. 5 
ПН ел с сања | 2.7 | 4.0 .9 | 1.7 | 3.7 5.4 
1,000 acres and over. ................-- 1.6 | 2.7 4 2.4 3.8 
| 





Source: U. 8, Bureau of the Census; 1954 Census of > ulture. Preliminary data. 


Farm facilities, income, and tenure 

Almost two-fifths of the 1.8 million southern farms in 1954 were 
ciassified by the census as part-time or residential farms as contrasted 
with commercial farms. Farms with a value of sales of $250 to 
$1,199 were classified as commercial only if the farm operator worked 
away from the farm less than 100 days or if the income of the farm 
operator and members of his family received from nonfarm sources 
was less than the total value of all farm products sold. Farms with 
a value of sales of less than $250 were classified as **other farms." 

In the case of one-third of the farm operators, the income of the 
family from outside the farms exceeded the value of agricultural 
products and more than a fourth of the farm operators worked during 
1954 for 100 days or more off their farms. 

The lower value in land and buildings of southern farms is accom- 
panied by less capital equipment and poorer living facilities. In 1954 
only 1 out of 3 farms in the South was equipped with tractors and 
motortrucks; outside the South 3 out of every 4 farms had tractors 
and more than half of the farms had motortrucks. Every second 
farm in the South had an automobile in 1954; in all the other regions 
of the country there were automobiles on 8 out of 10 farms. Animal 
power was still being used in 1954 on a third of the farms in the 


а 
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South, but on only one-twelfth of the farms in the rest of the country. 
A little more than 2 out of 5 farms in the South had piped running 
water while nearly 7 out of 10 had this facility on farms in the rest 
of the country. While the most notable progress on southern farms 
was made in the use of electricity, a tenth of the southern farms still 
lacked electricity when the agric ultural census was taken in 1954, 
compared with one-twentieth of the farms in the rest of the Nation. 
Telephones were found on one-fifth of the farms in the South, and 
on two-thirds of the farms elsewhere in the United States. 

The progress achieved by farms in the South in the use of equip- 
ment and facilities has been much more striking than in the rest of 
the country. The mechanical equipment and facilities listed below 
were relatively rare on the farms in the South in 1940, and the progress 
achieved between 1940 and 1954 is therefore much more notable than 
in the rest of the country. 


TABLE 15.—Регсет of farms in United States and the South with specified facilities 
and equipment 1940, 1950, and 1954 


1940 1950 1954 

Rest Of | r, Rest of | r, s | Rest of 
United | Sout! у nited | 5 ћ ү ited |S 1 

ae 2 outh | United E — outh | United p | South | United 
` < 5 + ‘ ‹ ` с k © C | | States 


States States 


Telephone. 25. 0 35.6 38. $ 2. 8 54.1 48. 8 21.8 | 65.0 
Electricity 33. | Ki 42. § { у 83. 9 93. 

Piped running water ) ) ( (1) (1 58 

Motortrucks 5.5 7 24. : 34. ١ 2 40. 6 46. : 

Tractors 3 34.: ( 20.6 63.2 60. 

Automobiles... 5 30. 7 74.2 3 41.1 76. 5 


! Not available 


Source: U. S. Bureau of the Census; 1954 Census of Agriculture. Preliminary data. 


The small size of the farm unit in the South is also reflected in the 
average amount of money spent for hiring machinery and labor and 
for buying commercial fertilizer. Although the average farmer in the 
South spent in 1954 almost as much money on commercial fertilizer 
as did the average farmer in the rest of the Nation, he spent only 
about half as much money on hired labor and machines. This is, 
of course, à reflection of the more numerous small farms, the smaller 
average size of farms and the difference in products. 

In the South the number of farms hiring labor increased by 28 per- 
cent between 1940 and 1954, while in the other 37 States the number 
of such farms declined by 13.5 percent. Apparently, the greater 
mechanization of farms outside the South has reduced the need for 
hiring labor. Possibly accelerated outmigration of youth from farm 
families also increased the need for hired labor on southern farms. 
The aggregate amount spent on farm labor in the South has therefore 
increased percentagewise more than in the rest of the Nation during 
the 14-year period, but the relative expenditure per farm was greater 
outside the South. Expenditures for hired machinery reveal similar 
changes for the period between 1950 and 1954. The average expendi- 
tures per farm for commercial fertilizer has increased 340 percent 
between 1940 and 1954 for the Nation. But while the average 
farmer in the South increased his expenditures by 270 percent, the 
comparable increase in the rest of the Nation was 400 percent. 











; 
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TaBLE 16.—Selected farm применио миё States and the South, 1940, 1950, 
and 1954 


























| 
| 1940 1950 1954 
Item | | | | 
United Rest of | United | Rest of | United | Rest of 
States | South | United | States | South | United | States | South | United 
| | States | | States | | States 
| | ae le =... 
| | 
Total number of farms | | | 
(thousands)...............| 0,097 2,259 | 3,838 5,382 | 2,054 3,329 | 4,782 1,793 | 2,985 
Machine hire: | | | | | 
Farms (thousands)......| (1) (у | o | 2,758 828 | 1,930 | 2,544 | 837 | 1,707 
Percent ot farm$........ (1) Ак ИУ] 51 40 | 58 53 | 47 57 
Dollars expended (mil- | | | | | | | | 
П 207 sede | (1) (1) 611 107 | 505) oO | O | O 
Dollars per farm........ (1) | (!) ( | 222 | 129 261 251 | 152 | 299 
Labor hire: | | | | | | 
Farms (thousands)..... 2, 260 | 639 | 1,622 | 2,668 850 | 1,818 | 2,220 | 818 | 1,402 
Percent of farms. ....... 37 | 28 42 50 | 41 55 | 46 46 47 
Dollars expended (mil- | | | | | | | 
lions) — sss 782 | 148 | 634 2, 418 | 465 1,953 | 2,275 | 500 1, 775 
Dollars per farm........ | 346 231 391 906 | 547 | 1,074 1,025 61 1, 266 
Commercial fertilizer: | | | | | | | 
Farms (thousands)..... | 2,337 | 1,442 | 805 | (1) 0. 3..0 2, 926 1, 407 1, 519 
Percent of farms. | 38 | 64 | 23 eO 1.1.9 61 78 51 
Dollars expended (mil- | | | | | | 
BEND on s онај 196 | 117 | 79 OH | (m (1) 1, 084 420 604 
Dollars per farm....... -| ~ | 81 | 88 ( | (9 () 370 208 437 


1 Not available. 


Source: U. S. Bureau of the Census; 1954 Census of Agriculture. Preliminary data. 


TABLE 17.— Percent of farm operators with income outside of farm, United States 
and the South, 1954 





United Rest of 
States | South United 
| States 
Farm operators whose family income exceeds value of agricultural prod- | | 
ucts sold — аьаан hend — 29.6 | 33. 2 27.7 
Working off their farm: | | 
ЭА а ен вири са син ی‎ ACE етан 44. 8 45.5 | 14.7 
ПРИНОС сјени оковани 27.8 28. 3 | 27.7 





Source: U, S. Bureau of the Census; 1954 Census of Agriculture. Preliminary data. 


In 1954 there were 1.1 million commercial farms in the South, or 
11.3 percent less than in 1950. The value of the products sold on more 
than 4 out of every 5 farms was below $5,000, while on almost 3 out 
of 5 farms the total value of products sold was less than $2,500 during 
1954. In contrast, the value of the products sold in 1954 on farms out- 
side the South was below $5,000 in half the cases and below $2,500 in 
just 1 out of 4 farms. "These data clearly indicate the concentration of 
low-income farms in the South and point to one of the major low- 
income problems in the region. 
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TasBLE 18.— Distribution of commercial farms by economic class, United States and 
the South, 1950 and 1954 


| Number of farms, 1954 Percent of total farms 
(thousands) | 


T 
| 


United Rest of 
Class of farm | | Rest of] States South United 
| South |U nited | States 

| States | i — 
| 1950 | 1954 | 1950 | 1954 | 1950 | 1954 

| : Ne > = — — 
Total commercial farms.... ý 3,327 | 1, 2.227 | 100 | 100 | 100 | 100 | 100 100 


Class I (value of products sold $25,000 | | 
and over ых 34 | | 116 | „8 „0 | ~ 4 3.8 5.2 


II ($10,000 {0 $24,999).. ات‎ 4 | 47 402 | 10. .3 | 14.3 18.0 
ПТ ($5,000 to $9,999)... — | 589 | 19.6 | 21.2 | 6.t .7 | 2.0 5 

2,500 to $4,999)............- 11 | 27: 538 | 23.8 | 24. \ 24.9 | 26.0 

($1,200 to $2, ME teda X 372 | 391 | 24.1 3.9 | 19.2 

VI ($250 to $1,199)... рк الو‎ | 27 192 | 19. 24.6 | 10.: 


Source: U. 8. Bureau of the Census; 1954 Census of Agriculture. Preliminary data. 


The 1954 Census of Agriculture disclosed that there were in the 
United States 458 counties in which a third or more of the commercial 
farms in those counties sold products valued between $250 and 

1,200 (class VI). Most of these counties were concentrated in the 
South. 


TABLE 19.—Distribution of counties with largest percentage of class VI farms 
United States and the South, 1954 


Number of counties according to percent of 
| ] farms in $250 to $1,199 range 
number oi 
counties | | | 
| 60 percent | 50 to 59.9 | 40 to 49.9 | 33.3 to 39.9 


or more percent | percent | percent 


United States p 98 | 51 | 94 | 157 
South ао 344 | 40 | 71 121 | 
Rest of U nit ed State 14 23 | 36 
Alabama. ^ NS 8 16 | 
Arkansas. - — 13 | 
Florida 

Georgia 

Kentucky.. 

Louisiana 

Mississippi eh 

North Carolina....... 

South Carolina... — — 
Теппеззее.-...-.--- ; 226 54 
И околна — а 21 


nore 


0 | 
6 
^ 


о 


€ 
Е 
4 


4 
14 | 
3 


— 
m— 


Qo C» *4 بد‎ N سم‎ 


دت دن سر нь ФН‏ 
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Source: Special tabulation by the U. 8. Bureau of the Census, 
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ON ECONOMY OF THE SOUTH 


There were also 500 counties where 35 percent or more of the 
commercial farms sold products valued between $1,200 and $2,500 
during 1954 (class V). Almost 3 out of every 4 of such counties are 
located in the southern part of the country, ‘and almost half of the 
counties are concentrated in 5 Southern States: Georgia, Kentucky, 
Mississippi, North Carolina, and Tennessee. 


TABLE 20.— Distribution of counties with largest parendum 0j class V farms, United 


States and the South, 1954 


Number of counties according to 
percent of farms in $1,200 to $2,499 











Total range 
Arca number of |__ — — E 
counties | 
| 50 percent | 40 to 49.9 | 35 to 39.9 
or more percent | percent 

United States.. 500 29 213 258 
South 364 13 172 | 179 
Rest of United States 136 16 41 | 79 
Alabama 28 0 9 19 
Arkansas 19 0 + 15 
Florida 9 2 4 3 
Georgia 46 3 18 25 
Kentucky 49 2 19 28 
Louisiana.. 23 1 16 6 
Mississippi 60 1 38 21 
North Carolina 32 1 17 14 
South Carolina 18 0 7 11 
Tennessee 52 2 25 25 
Virginia 28 1 15 12 

1 It should be noted that some c this as well as the previous table, because the 


unties may be included in 
r 


same county may have had more than a third of commercial farms in class VI and 35 percent or more in 
class V. 
Source: Special tabulation by U. S, Bureau of the Census. 


Farm ownership by the operators has been on the increase in the 
South. Fifty-four percent of the farm operators fully owned their 
farms in 1954 compared with 44 percent in 1940 proportion 
of part owners has doubled. There was also a considerable decline 
in the proportion of tenant operators, particularly croppers. It is 
noteworthy that while the proportion of full ownership by operators 
has continued to increase in the South since 1950, this category has 
shown a slight decline between the 1950 and 1954 censuses in the 
rest of the country. But the proportion of tenants has remained 
higher in the South where in 1954 almost 1 out of every 3 farm oper- 
ators was a tenant; in the rest of the country the comparable ratio 
was less than 1 to 5. 


and the 


9 


TABLE 21.—Percentage distribution of farms by tenure of operator, United States 


and the South, 1940 and 1954 


— r — — 
| 





United States South Rest of United 
States 
1940 1954 1940 1954 1940 1954 
Type of ownership: | 

Full owners 50. 6 | 57.2 44. 2 | 54.1 54. 3 | 59. 1 
Part owners.... MIL 59S 6.2| 12.4 12.4 | 20. 6 
Managers.... .6 | .4 | .4 ‚4 ant .5 
JR RR л Солена 38.7| 244 49.2 32.1 32.6 19.8 


Source: U. S, Bureau of the Census, 1 


1954 Census of Agriculture. 


Preliminary data. 
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MANUFACTURING 


A region that is highly developed has a high percentage of its labor 
force in manufacturing, though as the region matures economically 
the proportion employed in manufacturing may decline somewhat and 
be replaced by an increase in professional and personal services. 

It might be misleading, however, to measure the income that manu- 
facturing contributes to an area solely by the percentage of the labor 
force employed in manufacturing, since the income from manufactur- 
ing depends upon the structure, organization, and the composition of 
the several industries that make up the manufacturing i in the region. 
The best gage of the relative contribution that a given industry makes 
to the income of a region is the value manufacturing adds per em- 
ployee as well as the total number of employees in the industry. 

he latest available data on distribution of manufacturing indus- 
tries by States are those for the 1954 census of manufacturing. 
According to these data the South has more than a proportionate 
share of its industry ranking low in terms of value added per employee. 

The census of manufacturing divides American industries into 20 
major groups. The value added per employee by those industries 
varied in 1954 for the United States between $12,348 in chemicals to 
$4,205 in apparel. Half of the manufacturing employees in the 
South were employed in 1954 in the five lowest industries when 
ranked according to the value added per employee. The same indus- 
tries accounted for less than a fifth of the employees elsewhere in the 
United States. These industries were apparel, textiles, leather, lum- 
ber, and furniture. The top five industries according to value added 
(chemicals, petroleum, tobacco, primary metals, and paper) accounted 
for a fifth of the total employees both in the South and all other regions 
in the United States. 
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Between 1947 (the year of the first postwar census of manufac- 
turing) and 1954 the value added by manufacturing in the South, as 
well as in the rest of the country, rose by 56 percent. During the 
same period the total number of employees engaged in manufacturing 
rose more rapidly in the South (17.1 percent) than in the rest of the 
country (12.1 percent); consequently the value added per employee 
which has beer 86 percent of the national average in 1947 decreased 
to 83 percent 7 years later. It appears that the greater concentration 
of lower ranking productive industries in the South accounted for the 
fact that its industry trailed behind the rest of the Nation in terms 
of value added per employee. During this period the five industry 
groups with the lowest value added per employee actually declined 
outside the South because of the drop in textile production, while 
in the South employment in these five industries continued to rise. 

In 1954 average value added per employee in the South was $5,956 
compared with $7,393 for the rest of the country. For individual 
industries it ranged from a third below the United States average io 
lumber products to a third above the national average in rubber 
products, and was higher in the South than in the rest of the United 
States in 5 industry groups, but lower in 14 other manufacturing 
industries and the same in ! group. 


TABLE 23.—Value added by manufacturing per employee, United States and thi 
South, 1954, and South as percent of United States, 1947 and 1954 


1954 | South as percent of Percent increase 





| | United States | from 1947 to 1954 
Industry | | 
| United Rest of | United 
| States South United | 1947 1954 States South 
| States 
| | 
"TUB. — ---| $7,189 | $5,956 $7, 393 85.8 82.8 38. 1 33.4 
Food and kindred products. а 8,153 | 7, 008 8, 362 | 89.7 86. 0 30.3 24.9 
Tobacco manufactures - - . ...| 10,400 | 12,439 5, 759 114.9 119. 6 81.3 88. 8 
Textile mill products... 4,571 | 3, 976 5, 332 95.0 87.0 5.6 —3. 4 
Apparel and related products | 4, 205 3, 186 4, 414 69.8 75.8 2.4 11 
Lumber ànd products — | | 
furniture) .. | 4, 897 | 3, 259 5,851 71.4 66. 6 24.7 16 
Furniture and fixtures. . .......| 5, 758 | 4, 523 6, 191 83. 9 78. 6 34.7 2t 
Paper and allied products 8, 586 10, 071 8, 244 111.1 117.3 32. 8 $1 
Printing and publishing in- 
dustries.. bom 6, 471 7, 839 84.7 83.8 29.4 28 
Chemicals and allied products | 12, 348 10, 891 12, 795 78.0 88.2 45. 5 64 
Petroleum and coal products. - 11, 839 | 14,045 | 11,500 | ы, 6 118.6 24.5 2.4 
Rubber products............. ; 7,704 | 10,333 | 754 122. 4 134. 1 53.2 67.9 
Leather and leather products 4, 585 | 4, 704 | 4, 576 | 90. 0 102. 6 | 14.6 30) 
Stone, clay, and glass products. 7, 713 | 6, 590 | 7, 871 | 83. 4 85.4 | 54.5 58. ] 
Primary metal industries ..... 8, 405 | 8, 408 8, 405 | 90. 1 100. 0 68.7 87. 4 
Fabricated metal products.....| 7,467 | 6,806 7,517 86. 0 91.1 47.4 i 
Machinery (except nen b 7,980 | 6, 796 8,023 | 80. 1 85.2 57.9 67.8 
Electrical machinery... ....... 7, 780 | 6, 686 7, 822 | 92. 6 85.9 60. 1 48 
Transportation equipment. nod 8, 036 | 7, 180 8, 083 90. 4 89.3 61.8 ).9 
Instruments and related prod- | 
КИ соак нынан 7,793 | 5, 667 7, 841 | 76. 5 72.7 67.4 59 
Miscellaneous manufactures... 5, 999 | 5, 417 6, 030 68. 2 90.3 33. 3 76. 4 





Source: U. 8. Bureau of the Census, 1954 Census of Manufactures, MC-G-1 and special tabulation. 
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On a State basis, the value added per manufacturing employee 
varied in 1954 from a low of 66 percent of the United States average 
for South Carolina to 17 percent above the national average in 
Kentucky. Louisiana was the only other Southern State where the 
productivity per employee was higher than in the rest of the Nation. 
This was mostly due to the high productivity of the petroleum in- 
dustry in the State. However, the relative importance of manufac- 
turing in these two States was considerably below the average in the 
Nation, since only 15 percent of the total labor force in Kentucky 
and Louisiana were employed in manufacturing compared with a 
national average of 26 percent. 

TABLE 24.— Value added total and per employee, by manufacturing, United States 

and the South, 1954, and percent change from 1947 


Value added Value added per 


employee, 1954 





Area 

1954 Percent | Percent of 

(millions); change | Amount; United 

from 1947 | States 
United States | $116, 001 55.9 7,189 | 100. 0 
South 13, 585 | 56.2 5, 956 82.8 
Rest of United States 102, 416 | 55.8 7,393 | 102. 8 
Alabama | 1, 318 50.3 6, 102 84.9 
Arkansas | 457 | 72. 5 5, 785 80. 5 
Florida | 786 | 124. 6 6, 390 88.9 
Georgia. . | 1, 595 57.0 5, 264 | 73.2 
Kentucky 1, 231 66.1 8, 374 | 116. 5 
Louisiana 1,182 70.3 8, 096 | 112.6 
Mississippi 467 55. 7 5,132 | 71.4 
North Carolina. 2, 197 25.8 | 5,145 | 71.6 
South Carolina 1, 033 30.1 | 4, 739 | 65.9 
Tennessee : 1,678 | 75.2 | 6, 429 | 89. 4 
Virginia 1, 641 | 56.0 6,781 | 94. 3 


Source: U. S. Bureau of the Census; 1954 Census of Manufactures, M C-G-1 and special tabulation. 


WAGES AND SALARIES 


Wage and salary disbursements account for more than two-thirds 
of the total personal income of individuals and this ratio varies little 
from region to region. Differences in wages and salaries, therefore, 
account for the bulk of the differentials in regional per capita income. 
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CHART 3 





VALUE ADDED PER EMPLOYEE IN MANUFACTURING 


UNITED STATES AND SOUTHERN STATES, 





Southern States: 


Kentucky 
Louisiona 
Virginia 
Tennessee 
Florida 
Alabama 


Arkansas 
Georgia 

North Carolina 
Mississippi 


South Carolina 


SOURCE: U.S. Department of Commerce, 
Bureau of the Census 
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Nonagricultural wages and salaries 

Data on weekly earnings of all employees covered by State unem- 
ployment insurance for 1955 offer regional income comparisons for a 
majority of nonagricultural employees. The average weekly salary 
or wage of the covered employee in the South was 23 percent below 
the average for the rest of the United States. These data are, how- 
ever, subject to some serious qualifications. The difficulty is that 
they tend to inflate average earnings in the South, since 8 of the 11 
States in the region limited unemployment insurance coverage in 1955 
to establishments employing 8 persons or more, while less than two- 
fifths of the other 37 States had similar limitations. Consequently 
the wages in the smaller establishments, which tended to pay lower 
wages and salaries, were included to a lesser extent in the data for the 
South. Although these data tend to overestimate earnings in the 
South, the weekly earnings in the region were only four-fifths as high 
as the national average. 
TABLE 25.—Annual average weekly wages of workers covered by State unemployment 

insurance laws, United States and the South, 1954 


A verage Percent of Average | Percent of 





Area wage United Area wage United 

States States 
United States.. $78. 12 100 Kentucky. "on $68. 63 88 
South 62. 14 NO Louisiana i ч г 67.34 86 
Rest of United States 80. 82 103 Mississippi а 53. 47 68 
Alabama.. 63. 43 81 North Carolina 57.607 74 
Arkansas 3. 05 68 South Carolina 56. 75 73 
Florida ' 65.13 83 Tennessee. 64. 51 83 
Georgia 60. 97 78 Virginia...... 63. 78 82 

Source: U. S. Department of Labor, Bureau of Employment Security, special tabulation, 


The narrowest average wage differentials between the South and 
the rest of the country existed in finance, insurance and real estate, 
where the relative scarcity of employees in these categories and the 
rapid rise in demand for their skills have pushed up their earnings. 
In mining, the group with the next lowest average differentials, wages 
are frequently determined on a national basis, and the unions have 
succeeded in many cases in eliminating differentials between the 
South and other areas. On the other hand, wages in construction are 
determined on a local basis, but as is shown in table 30, the regional 
wage differentials are narrow for journeymen and considerably wider 
for unskilled labor. The differentials in manufacturing are due in 
part to lower wages that prevail in the South, but the different 
composition of the manufacturing industries in the South as com- 
pared with the rest of the country undoubtedly accounts for a con- 
siderable proportion of the wage differentials. 


80734—56—3 
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TaBLE 26.—Annual average weekly wages of workers covered by State unemployment 
insurance laws by industry, United States and the South, 1955 








| 
| 
Annual average weekly wages | South as percent of 

















Industry | | 
United | | Restof | United | Restof 
States | South | United | States | United 
| | | States | | States 
All covered employment................ --------- $78. 12 | $62. 14 | $80.82 | 80 77 
NEN. o uL арка a CMM ds diable c SR 91. 66 81.31 | 94. 04 | 89 | 86 
Т ААА Вар 4 Фл 88. 79 68. 51 | 92. 92 | 77 74 
РОВ a ся | 84.07 62.53 | 87.71 | 74 | 11 
Transportation, communication, , and public utilities. 84. 04 74.31 | 85. 67 88 | 87 
ТОНО ОО РИД. ао ae 67. 66 56. 93 | 69. 50 | 84 82 
Finance, insurance, and real estate.................- 77. 64 71. 51 | 78. 44 | 92 | 91 
ААО несена набе | 62. 02 47.85 | 64.09 | 77 | 75 
| 


| | 





Source: U, 8. Department of Labor; Bureau of Employment Security, special tabulation. 


Wages in manufacturing 

In 1955 the average hourly earnings of factory workers in the 
South were $1.41, or 75 percent of the national average. Assuming 
that the average number of hours worked per week is the same, the 
production worker outside the South would have to work less than 
9 months a year to earn the same annual income for which the worker 
in the South would have to work a whole year. Moreover, the 
southern manufacturing employee received relatively fewer fringe 
benefits, such as paid holidays, vacations, medical care, and pensions. 


TABLE 27.— Average hourly earnings in manufacturing, United States and the South, 


P 








1955 
| || | 
Hourly | Percent of | | Hourly |Percent of 
Area rate | United | Area | rate United 
б | States || | | States 
1 | | | 
United States................. | $188| О КУ нса | $1.75 93 
оа | 1.41 | 78.1 Louniana. ..............——-—« 1. 66 89 
Rest of United 8tates.........| 1.9 | 104 || Mississippt..................- 1. 20 | 64 
— — | 1.44 79 || North Carolina — 1.28 | 68 
И лан тыра 2 1.29 | 69 || South Carolina.............. | 1. 30 69 
FRE من‎ — 1. 40 | 74 || NO a da аы. | 1. 49 | 79 
; Qua | x84 NR E. ooi abire pe e | 14 77 
| | 
Bource: U. 8, Department of Labor; Employment and Earnings, June 1955, 


The lower hourly earnings of production workers in manufacturing 
are undoubtedly due in some large measure to the differences in the 
number of workers employed in the different industries which make 
up manufacturing. Earlier discussion has revealed significant re- 
gional differences in terms of value added by manufacturing. In 
1953, the last year for which such data are available on a comparable 
national and State basis, the value added per employee in the South 
was 81.5 percent of the national average, but the average hourly 
wage rate was 76.1 percent of the United States average. The 
value added per manufacturing employee was higher in the South 
than in the Nation in 5 out of 20 industry groups, but the hourly 
rates were higher only in 2 of these 5 groups. The output per em- 
ployee in the rubber industry was 34 percent higher in the South, but 
the hourly wage rate of production workers in this industry in the 
South exceeded the national average by only 3.5 percent. For petro- 
leum the output per employee in the South was 18.6 percent higher 
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than the United States average but the average hourly rate was 8 cents 
lower or 3.4 percent below the United States average. It is, however, 
noteworthy that since the end of World War II the South has kept 
pace with the rest of the country as far as relative changes in hourly 
rates in manufacturing are concerned. Between 1947 and 1953 the 
hourly rates in manufacturing in the South rose 32 percent, a fraction 
above that for the rest of the country. 

The productivity per employee às measured in terms of value added 
was higher, according to the 1954 census, in manufacturing in Ken- 
tucky and Louisiana than in the rest of the United States, but hourly 
wage rates of production workers in those States were appreciably lower 
in manufacturing than was the average for the United States. 

It should, however, be emphasized that the 20 industry groups into 
which manufacturing is divided are so broad that they may conceal 
significant differences of subindustries into which the major industry 
groups are divided. The wage differentials between the South and 
the rest of the country may be due more to the different compositions 
in the industry groups rather than regional differentials. For example, 
the largest wage differentials exist in lumber and apparel products. 
The fact is that there is a relatively greater predominance in the South 
of low-cost products made by these industries which require lesser 
skills, and this accounts for a large proportion of the differentials in 
wage rates between the South and other regions. On the other hand, 
in paper, printing, chemicals, petroleum, and textiles, where there is 
a much greater similarity in the products of the South and the rest 
of the country, there are only slight wage differentials between the 
South and other regions. 


TaBrE 28.—Hourly wage rates of production workers in manufacturing, United 
States and the South, 1958 


South 
South United States) as percent 
of United 

States 


| 
| 
| 
| 
| 
| 


€ 
ч 


l'otal 


е4 ډه‎ Ф دب دت دت‎ Q6 to bz 


Food and kindred produc 

Tobace> manufactur 

Textile mill products 

Apparel and related products 
Lumber and products (except furniture 
Furniture and fixture 

Paper and allied products 
Printing and publishing industries 
Chemicals and allied products 
Petroleum and coal products 
Rubber products 

Leather and leather products 
Stone, clay, and glass products 
Primary messi industries 
Fabricat:d metal products 
Machinery (except electrical) 
Electrical machinery 
Transportation equipment 
Instruments and related products 
Miscellaneous manufactures 


~ > 


чоо мә & 


سم а‏ اسم а на‏ سا تج سا وج ن 


Nh. 


81. 7 
91.0 


‚№ 


85. 5 


а а pai jt nh — nh nh mt 


NoTE.— These data are based on a sample study and do not necessarily agree with the Bureau of Labor 
Statistics data on earnings in manufacturing. They do illustrate, however, the wage differentials that 
existed in 1953 between the South and the rest of the United States. 


Source: U. 8, Bureau of the Census; Annual Survey of Manufactures: 1953, General Statistics by Indus- 
try Groups, for United States data. 11 State figures: Special tabulation by the Bureau of the Census, 
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Minimum wages 

The $1 minimum wage which became effective March 1, 1956, should 
tend to narrow the wage differentials between the South and the 
rest of the country. Before Congress enacted the 1955 amendments 
to the Fair Labor Standards Act, the United States Department of 
Labor prepared a study of wage distribution in manufacturing. It 
found that as of April 1954, 28 percent of all the production workers 
in Southern manufacturing (including Delaware, District of Columbia, 
Texas, and West Virginia in addition to the 11 States to which this 
study is confined) were getting wages of less than $1 an hour; the 
comparable percentage for the other 3 regions of the country ranged 
from 2 to 8, 

It remains to be seen what effect the increased minimum wage will 
have upon employment and the industrial growth of the South. 
Opinions about the effects of minimum wage rates imposed by the 
Federal Government in 1938 and 1950 have varied. The United 
States Department of Labor studied the effects of the 75 cents mini- 
mum imposed in 1950. It concluded that the wage increase had no 
appreciable effect upon employment, which remained stable, and that 
industry displayed a high degree of adjustment to the increased 
minimum wage. The increased minimum wage, according to the 
same study, had also improved the economic position of the employees 
involved by increasing earnings in the affected industries. The 
Department of Labor studies were, however, not conclusive. They 
were based upon only a few months’ experience and the Korean War 
started within 5 months after the 75 cents minimum became effective. 
The war spurred economic activity and was accompanied by a more 
than 10-percent rise in prices during about an 8-month period. 
Occupational differentials 

The wage differentials between the South and other regions are not 
uniform from occupation to occupation. The differentials are rela- 
tively narrow in office and maintenance jobs, but much wider in un- 
skilled work. The following data illustrate this point. 

TABLE 29.—Relative pay levels for selected jobs in Atlanta, Memphis, New Orleans, 
and cities outside the South, 1955-56 


[New York City 100] 


Percent 
Occupation and city of New Rank 
York 

Office workers: 

Atlanta À | á 5 91 | 10th out of 17 cities. 

Memphis R5 16th out of 17 cities. 

New Orleans.. : 81 | 17th out of 17 cities 
Maintenance: 

Atlanta ER en А x) 13th out of 17 cities. 

Memphis k : 90 Do 

New Orleans... de 5 à 89 | 15th out of 17 cities 
Material movement: | 

Atlanta ђ х | 80 | 14th out of 17 cities. 

АЛЛАН... эмт wats | 73 | 16th out of 17 cities 

New Orleans.........-..- 69 | 17th out of 17 cities. 
Women janitresses: 

Atlanta......... р | 58 | 15th out of 17 cities 

Memphis... is | 57 | 16th out of 17 cities 

New Orleans. ............ “А К А li к | 47 | 17th out of 17 cities 





Source: U.S. Department of Labor, Bureau of Labor Statistics; Community Wage Studies, 1955-56 
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It is also doubtful whether bargaining, where done on a local basis, 
has had any noticeable effects upon decreasing wage differentials 
between the South and wage rates in other regions. Union journey- 
men's rates in the South are normally much closer to the national 
average than the rates of their helpers. Studies of union wage rates 
in 1955 found that the hourly rates of journeymen in the building 
trades in the South were 88 percent of the comparable rates in the 
country, while the rates of helpers were only two-thirds of the average 
rate paid for comparable work in the United States. Similar differ- 
entials were found in other industries. The large supply of unskilled 
labor tends to depress the rates for this tvpe of labor and the greater 
scarcity of skilled labor tends to pull up their wages. 


TaBLE 30.—Selecled average union wage rates, United States and the Southeast! 
July 1956 





United Southeast as 
Occupation and industry States Southeastern | percent of 
rate rate United 
| States 
Journeyman, ! uilding trades $3. 09 $2. 71 RR 
E building trades 2.16 1. 47 68 
Cylinder pressmen, book printing 2. 89 2. 65 92 
Press assistants 2. 33 1. 73 | 74 
Motortruck drivers 2. 09 1.75 84 
Motortruck helpers... 1. 85 1. 23 6t 
— ——————————— — "— —— Á— 
! Alabama, Florida, Georgia, Mississippi, North Carolina, South Carolina, and Tennessee. 
Source: U. 8. Department of Labor, Bureau of Labor Statistics; Bulletins 1192-1195, 1956. 


Agricultural wages 

The wide wage differentials for unskilled labor are particularly pro- 
nounced in agricultural wages, which in October 1955, in the South 
were 74 percent of the national average, and 62 percent that of the 
rest of the country. The lowest farm wages among the Southern 
States prevailed in South Carolina, which were 59 pereent of the 
national average, and the highest were in Kentucky at 90 percent of 
the United States average. 





TABLE 31 Composite ho rly far раде ates, (л ited States and the South. 
Octol 1955 
Hourly Percent | Hourly Percent 
Area rate of United Area rate of United 
nt States | (cents States 

United States.... ; 70 100 Kentucky. e 63 90 
South... 2 74 Louisiana....... 57 | 81 
Rest of United States 84 120 Mississippi 49 70 
Alabama.. — 51 73 || North Carolin: 55 | 79 
Arkansas....... 56 80 South Carolina..... bed 41 59 
Florida ...... ў 60 86 Tennessee. . ; 49 70 
Georgia.... : 45 69 VIRES A La » 60 86 





Source: U. 8, Department of Agriculture, Agriculture Marketing Service; Farm Labor, January 1956. 
EDUCATION AND INCOME 


There is a direct relationship between levels of education achieved 
by persons and their income. The 1950 census data amply support 
this broad statement, as indicated by table 32. It is significant to 
note that the relative income differentials between the South and the 
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rest of the Nation decline as the level of education rises. While the 
median income of persons without any formal education in the South- 
east was 70 percent of the average for the total United States, there 
was only a 4 percent differential in income of persons who completed a 
college education. The abundance of unskilled manpower reduced 
its relative earning power, but the scarcity of trained personnel made 
it possible for their earnings to approach closely the level of earnings 
of persons with similar training in other areas of the country 


TABLE 32.— Median income by level of highest formal education attained, 
United States and the Southeast, 1949 
— — — ЕГ 
j Median income) 
Years of school completed | United States | Southeastern 
| States i 











Southeast as 
percent of 
United States 








Rie Sane Ol REE eee SS iva | $1, 108 | 


| $777 | 70 
Elementary oaan] 1, 365 | 1, 023 | 75 
Elementary school, 5 to 7 years. ...................... | 2,035 | 1,591 | 78 
Elementary school, 8 years.............-........-.---.-- | 2, 533 | 2,032 | 80 
MINES О УНИИ асе саа ноо hen | 2, 517 2. 498 | 99 
Н ООо | 3, 285 | 3, 079 | 94 
SES DP OES SESS eee Mim 3, 522 | 3, 382 96 

| 4, 251 | 96 


407 ,4 |- ف یف ی چ ټی ن و CENE S HOD OR NIA.‏ 








1! Includes Alabama, Florida, Georgia, Mississippi, North Carolina, South c arolina, end. Тено, 
Source: U. S. Bureau of the Census; Special Reports, Series P-E, No. 5B, pp. 108-129. 


Comparable data on formal educational attainment by regions 
show that the median education completed by persons 25 years and 
over in 1950 was 9.3 years for the United States. In the South the 
median ranged from 7.6 in Louisiana and South Carolina to 9.6 in 
Florida. The latter was the only Southern State whose population 
achieved a higher median education than the national population. А 
more detailed breakdown shows that proportionately fewer persons 
have completed high school or college in the South than in the rest of 
the Nation. One out of five persons in the United States, aged 25 or 
over, completed high school education. In the South, excluding 
Florida, this level of education was achieved by a little more than 1 out 
of 10 persons. Six percent of the United States population completed 
college as compared with a range among the 11 Southern States of 
3.1 to 6.3 percent. 


TasLE 33.—Percent of persons 25 years and older, by years of school completed, 
United States and the South, 1950 





















| i 
— High school | College | | 
маеке лы е йм. Ышы еек» с a ne | Median 
Area None | | | |! Not | school 
104 | 58 | 1103 | | 1to3 | 4or |reported |year com- 
years | years years | 4 years | years | more | pleted 
| | | | years 
| | | | | 
| | | | | | 
United States........... 25| 83| 361| 169| 202| 72| 60| 28| 9.3 
South: | | | | | 
Alabama............ 4.4 1521.25.11. 1471. 14.4 | 5.0 3.6 2.5 7.9 
BEEN ео 3.1 16.7 41.5 156] 120] 53 3.1 | 1.9 8.3 
ТОЛА. део». 2.6 11.2 31.1 17.4 20.5 | 8.0 6.3 | 3.1 9.6 
Gemis...........-.- 4.3 19. 9 36.2 17.1 9.9 | 6.0 4.5 2.2 7.8 
Kentucky.......... 2.4 14.4 7.5 12.1 12.8 | 5.8 3.8 1.8 8.4 
Louisiana........... 9.1 19.6 32.5 14.5 11.4 | 5.5 4.7 2.8 7.6 
Mississippi... 4.4 20.8 35.9 15.4 12.3 5.4 3.8 2.0 8.1 
North Carolina. 3.7 17.4 38. 6 18.0 9.5 5.9 5.0 1.9 7.9 
South Carolina. 5.3 22. 1 34.5 17.9 7.8 5.4 5.4 1.7 7.6 
‘Tennessee. -.. a7 15.6 41.2 14.3 14.4 5.8 4.1 1.9 8.4 
УМА: 2..5 3.3 14.2 35. 6 15.6 14.5 7.4 6.3 3.0 7.7 


Source: U. 8, Bureau of the Census; 1950 Census of Population: vol, II, Characteristics of the Population, 
pt. 1, table 115, pp. 1-236; State volumes, table 20. 
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NONWHITE POPULATION AND INCOME 


There appears to be a strong negative correlation between per 
capita income in a region and the extent of nonwhite population in 
the area. ‘The average annual income of the nonwhite population in 
the United States is considerably lower than that of the white popu- 
lation. This is true both for the Nation as a whole as well as for 
the South. The high concentration of nonwhite population in the 
South has tended to depress its per capita income. In 1950 the non- 
white population constituted 26 percent of the southern population 
while the percentage for the Nation was 10.5. 


TABLE 34.—Percent of nonwhite population in United States and the South, 1950 


ht a ei В. 33. 0 
ола Di Ey PENS сле» але» а» сол» 45. 4 
"с oou сан ааа 32. 1 ОРИ САЛОНЫ. а 26. 6 
BENE. —— 22. 4| a gk и 38. 9 
PEE DIE ae oe деде Е ЕТПЕН. A 16. 1 
О Е аал 30 9| ИЕ cepe dece ete 22.2 
| LL ku cot apis oca 6. 9 | 


Source: U. 8. Bureau of the Census; 1950 Census of Population: vol. II, Characteristics of the Population, 
pt. 1, table 59, pp. 1-106. 


The median income of white and nonwhite persons in the United 
States in 1949 was in a ratio of more than 2 to 1. In South Carolina 
it was more than 3 to 1. For the United States the percent of 
median income of nonwhite persons was 46.8 percent that of white 
persons. In 4 Southern States this ratio was higher and in the 7 
other States lower than in the United States as a whole. 


TABLE 35.—Median income of persons with incomes, by color, United States and 
the South, 1949 





| Nonwhite 

Area | White | Nonwhite as percent 

| of white 

a нна — — — T — 

ОО неден себинсе леин айе нсә; e — $2,053 | $961 46.8 
JAEN олсе баа чина еен е : — 1, 455 | 616 | 42.3 
DENN LV ooi ies itis e Badii چ‎ e Vi ok a iip ain trei icd 1, 117 | 488 43.7 
ИШ Н ле еже تد چ ھک کا‎ ЯНЬ ра | 1, 737 | 847 48.8 
GENE ледена а x ad oed irs 1, 515 | 610 40.3 
КИНИ ass. ت کد می‎ qiii —À اخ هم‎ 1, 411 | 862 61.1 
ТИЗ днда асада | 1, 767 | 7i 43.8 
ag ھی ت چ‎ 1, 236 | 439 35.5 
North Carolina. ias d د و ی و ی‎ вый 1, 567 | 712 45.4 
ПИ Иса تن نن‎ — — ње 1, 684 | 525 31.9 
— отт dai iol 1, 374 | 799 58.2 
— | 1, 880 | 919 48.9 


Source: U. 8. Bureau of the Census; 1950 Census of Population: vol. II, Characteristics of the Population, 
pt. 1, table 175, pp. 1-436. 


The low per capita income of the Negro population in the South is 
due to complex factors. In general, it can be said that the Negro 
labor force is concentrated in low-paying industries where underem- 

loyment prevails. in addition, the level of education attained by 
egro labor is less than that of the white labor force. Income data 
for 1949 classified by educational attainment showed increasing 
income differentials between whites and nonwhites as the level of 
education increased. According to information derived from unpub- 
lished census data, the average income of whites exceeded that of 
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nonwhites in direct proportion to the rise in their level of education, 
despite the fact that the median income of the total population, whites 
and nonwhites, showed smaller differences as the level of education 
increased. In the South income of white persons exceeded that of 
nonwhites by 48 percent for grammar school graduates, 73 percent for 
high school graduates, and 85 percent for college graduates. The 
differentials were considerably narrower in the other regions of the 
country. 


TABLE 36.— Median income in 1949 of men 35 to 44 years old by years of school 
completed and color, by regions 











South | North and West 

Years of school completed oe ES | 
| Ratio of | Ratio of 
White |Nonwhite| white to | White |Nonwhite| white to 
| nonw —n | nonwhite 
ОРН ась $1, 120 $962 1.16 — $2, 221 $1, 734 1.28 

Elementary: | 

ППИ énceolisiue dasdio$lintbunud e 1, 475 1. 105 1.33 | 2,475 2,140 1.16 
И инән» езге анлар сана 2,117 1,371 1. 54 2,71! | 2, 214 1.22 
BIN Cai qs dita ie pb b en Md $e didis 2, 378 1,607 1.48 2, 971 | 2, 285 | 1.30 

High school: | | 
ПИ می ی ف ی‎ 2, 906 1, 725 | 1.68 | 3, 342 | 2, 425 | 1.38 
— 3, 463 1, 998 1.73 | 3,583 | 2,579 | 1.39 
ООА Л ы aS 3, 963 2,048 | Lal 408 | 2,778 | 1.46 
4 years or more.........-.------------- 527 | 2,830 | E 5,2 213 | 3.275 | 1.59 

| | 





Source: Herman P. Miller, Income of the American People, New York, John Wiley, 1955, p. 46, Data 
derived from 1950 United States Census of Population. 


URBANIZATION 


The degree of urbanization is another significant factor affecting the 

er capita income level in à community or area. Several studies by the 
National Bureau of Economic Research? and income data derived 
from census of population indicate significant positive correlations 
between income levels and size of communities. A major factor 
accounting for this is that better paid occupations concentrated in 
larger cities. 

According to the 1950 census of population, the median United 
States i income of urban persons who received income in 1949 was more 
than double the comparable rural farm income and a third higher 
than rural nonfarm income. 


TABLE 37.— United States median income by place of residence and sex, 1949 


| 


Male Female 
лорд ьа бонттњайњд $2, 434 $1,029 
TEE cL S eio uda nac Maii Eia gus» Mpq Mà qodydine ie Hoi i ami я 2, 783 1,227 
Пьем бабы бов ов ње 2,072 716 
ПИНК о اد تف فا م و ت ی ی د وی ی ی‎ ци e o ан 1, 339 458 





Source: U. 8, Bureau of the Census; 1950 Census of Population. 


$ Herbert E. Klasman, A Statistical Study of Income Differences Among Communities, Studies in Income 
and Wealth, vol. 6, New York, e end D. Gale Johns^n, Some Effects of Rn эп, — Д Size, Color, 
and Occupation on Family and Individual Income Studies in Income and vol. 15, 1952. 
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In 1950 urban population constituted 43 percent of the total south- 
ern population, while in the other regions 70 percent lived in urban 
areas. Florida was the only Southern State whose relative urban 
population exceeded the average of the Nation. The percentage of 
urban population in the 10 other States was significantly below the 
national average and ranged from 28 percent of the population in 
Mississippi to nearly 55 percent in Louisiana. 


TABLE 38.—Urban population as percent of total population, United States and 
the South, 1950 


United Btates............. 64. 0 пир а оса Be 86. 8 
Built ы да 43. 0 Konig а а = 54. 8 
test of United States...... 69. 6 МИФИ... aaa 27. 9 
ANNE о a N 43. 8 North Carolina. ......<... 33..7 
Пе 33. 0 South Carolina............- 30. 7 
ПОИН а Ба ВА ota a 65. 5 J 44.1 
ОНИ а a 45. 3 Шаа сәда 47. 0 


Source: U. 8. Bureau of the Census; 1950 Census of Population: vol. II, Characteristics of the Population, 
pt. 1, table 15, pp. 1, 17, 23. 


In the South as well as in the rest of the country median income 
varies directly with the size of the population in urban areas. In 
1950, one-third of the population outside the South lived in urban 
centers of 100,000 and over; the comparable ratio in the South was 
less than a seventh. 


TABLE 39.—Median income in 1949 by size of city 


Urbanized area: Income | Urbanized area—Continued Income 
250,000 ѓо 1,000,000. _____ $2, 779 | 10,000 to 25,.000.......... $2. 484 
Less than 250,000________ 2, 692 2.000 00 19:009:___- 2 -.--. 2, 354 
25:009 ог твога... : 22... 2.004 


Source: U, 8, Bureau of the Census; 1950 Census of Population. 


TABLE 40.— Distribution of population by size of community, United States and 
the South, 1949 


| 








United States South | Rest of 

D States 
| | 

Total (thousands) ; — 150, 697 | 31, 783 | 118, 914 
Rural 3 и = ы 54, 230 | 18,117 | 36, 113 
Percent rural ах е 36.0 | 57.0 | 30. 4 
Urban.. : — d 96, 468 | 13, 667 | 82, 801 
Percent urban З р | 61.0 43.0 | 69. 6 
Urban centers over 100,000... de LE ЭЙ 29. 4 12.5 | 33.7 
О В о оо п расовый | 5.9 4.6 | 6.3 
25.000 to 49,990 En: nn 5.8 | 5.3 | 6.0 
10,000 to 24,999... xd iius E 7.9 | 6.0 | 8.4 
Below 10,000. ...... у адвал RR. 15.0 13.7 15.3 


1 


Source: U.S. Bureau of the Census; 1950 Census of Population: vol. IT, Characteristics of the Population, 
pt. 1, tables 14, 16, pp. 1-16, 1-24, 1-25. 








PART II 
CREDIT AND BANKING FACILITIES IN THE SOUTH 





CAPITAL FINANCING AND SOURCES OF CREDIT 


Southern enterprises and their employees, as discussed in part I, 
have grown in number and income in recent years. Growth, how- 
ever, has not been at a rate fast enough to bring the income ‘of the 
South from its historically low position up to the national average. 
We have seen that wages and salaries supply a smaller part of tot tal 
income in the South than in the rest of the United States, largely 
because comparatively more of the population derives its income from 
agriculture. However, the South’s income sources have been growing 
toward a closer resemblance to those of the rest of the United States. 
Wages and salaries particularly have been increasing both in amount 
and in relation to all incomes at a faster rate than in the rest of the 
United States. Farm and nonfarm proprietors’ incomes as well as 
property income have grown more rapidly in the South than in the 
rest. of the United States. Transfer incomes—pensions and the like— 
have grown more rapidly in amount and in proportion to all incomes 
in the South than in the rest of the United States. 

These changes in the sources of income have had considerable 
influence on the financing of productive enterprises and on financial 
institutions. 

The growth of income has brought increased savings. The invest- 
ment of these savings as equity capital in the formation of productive 
enterprises both brings progress and further tests the capacity of 
financial institutions to provide additional funds needed for growth. 
Equity investment in southern enterprises is reflected in the increasing 
number of new corporations chartered in Southern States. The per- 
centage increase of incorporations has been higher in the South than 
in the rest of the United States during the period 1952 to 1955. 


TaBLe 41.—New business incorporations— United States and the 
South, 1952-655 


Percentage change 














Number over previous 
Area year 
1955 1954 1953 | 1952 | 1955 | 1954 | 1953 
оленей 139, 639 117, 164 102, 545 92, 819 | 19.2 | 14.3 10. 5 
South.. a ORADA E 16, 364 14, 410 12, 526 | 25.9 | 13.6 | 15.0 
Rest of United States............------------ 119,037 | 100,800 88, 135 80, 293 | 18.1 | 14.4 9.8 
КАЛЛАК ин ھن ی ا‎ 1, 039 784 666 586 | 32.5 | 17.7 | 13.7 
ae vg sin hilt cama nan 559 402 434 445 | 39.1 |—7.4 | —2.5 
Плава кан 7, 407 5, 652 4,974 4,113 | 31.1 | 13.6 | 20.9 
Планини 2,021 1, 696 1,299 | 1,179 | 19.2 | 30.6 3.4 
Поени една 1, 222 $41 708 660 | 45.3 | 18.8 7.3 
SEI Se ge ae ена 1, 598 1, 169 1, 042 850 | 36.7 | 12.2 2.6 
JEDE Li و‎ vz vv ивы леди 629 515 435 | 454 | 22.1 | 18.4 | —4.2 
Suede bie ONU QR i a EM d dca ta 1, 813 1, 508 1, 406 1,316 | 20.2 | 7.3 6.8 
DD CO коды начни i 881 757 672 611 | 16.4 | 12.6 10. 0 
Ида ићи ба океан 1, 508 1, 299 1,181 1,014 | 15.7 | 10.0 | 16.5 
аданын 1, 930 1, 741 1, 593 1, 298 | 10.9 9.3 22.7 


Source: Dun’s Statistical Review, February 1956. 
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Another indication of growing local capacity to invest is found’in 
the capital structure of the larger southern corporations. Study of the 
methods of raising funds which these companies have used showed 
that they obtained a greater part of their funds from sale of stock than 
was the practice of large national corporations. The underwriting 
and marketing of capital stock issues are performed by an increasing 
number of southern investment dealers. As indicated earlier, one of 
the largest rates of increase in employment and source of income among 
the industries of the South as compared with the rest of the country, 
has been in finance, insurance, and real estate. 

While savings are used to purchase stock in new and in established 
local corporations, they are invested also in the stocks of national 
corporations. 

Investment in the growing number of corporations and the com- 
paratively large volume of financi ing through stocks have not yet made 
stock ow nership as common as in the United States as a whole. South- 
ern ownership of stocks, in per capita terms, falls below the national 
level by a greater margin than the differences in income. 

Purchases of corporate stocks have moved funds from the South to 
other regions. But a reverse flow occurs when corporations with 
home offices elsewhere open branches in the South. The savings 
accumulated by business in other regions, as undistributed profits and 
from other sources, are invested in the South in substantial volume. 
The importance of branch plànts becomes apparent from even a cur- 
sory examination of the listings in Dun and Bradstreet's Reference 
Book and of announcements of new plants being built in the South. 
Because local financial resources are limited, reflecting the compara- 
tively low level of incomes in the South, funds from outside of the 
region are needed to supply the capital for larger enterprises. The 
development of new industries requiring large capital investment has 
been possible to an important degree because firms with home offices 
outside the South could finance them. 

A great part of the savings of the workers, businessmen and farmers 
of the South is held in lending institutions. "These include some 
that are locally domiciled and active only in the area, some that are 
active in many States, and some that are branches of concerns with 
head offices elsewhere and active throughout the Nation. 

The savings and loan associations have received more new savings 
than any other institutions in the Southern States. They pay higher 
interest rates than banks pay on savings. They are primarily local 
lenders to individuals on long-term moe Insurance companies 
collect a large amount of savings. Local insurance companies accu- 
mulate an increasing share of insurance-company savings, and invest 
in both real-estate mortgages and industrial bonds. But the insur- 
ance companies with the largest resources operating in the South are 
national in scale and active in many lending markets in the South 
and elsewhere. 

The savings held in lending institutions other than savings and 
loan associations may be loaned outside of the South. Data are 
lacking for ascertaining the extent of these outside loans. The com- 
mercial banks hold balances outside of the region. In return for these 
balances the banks gain the participation of outside banks in loans 
used for local development; thus funds are brought in at strategic 
points. Residents’ savings in insurance companies go in part into 
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other areas where the home offices of the large companies are con- 
centrated. But insurance companies invest in this region more than 
the savings accumulated from it. Savings and loan associations may 
deposit funds with the Home Loan banks, and borrow from them, 
contributing to the interregional movement of funds. 

Of course, the tourist trade and the worldwide sale of southern 
agricultural production move funds to the South, and southern pur- 
chase of manufactured goods moves funds away. 

Tn addition to savings ; flowing i in from other regions, new money may 
be obtained from credit created by the banking system. The loans 
made out of savings and the credits created in the South depend not 
only upon interregional influences arising from private transactions. 
They depend also on such national considerations as the monetary 

olicies of legislative and administrative bodies affecting the entire 
Nation’s s money markets, and affecting the lending powers of banks in 
the region. A monetary polic; y that imposes general credit restrictions 
may retard the economic development of an area embarked upon 
resource expansion. A policy of credit ease may cause inflationary 
pressures and relocation of resources. To be effective, use of credit 
must be limited to the extent needed for resources development which 
would maximize income without undue increases in prices. 


COMMERCIAL BANKS 


The most important of the South’s financial institutions, from the 
standpoint of facilitating the operation and the growth of her eco- 
nomic enterprises, are the commercial banks. They are the center 
of the payments mechanism by means of which trade is carried on, 
and they are important collectors of savings. Banks are able to 
make a net addition to the financial resources used in the region with 
less dependence on decisions made by managements outside the 
region than is the case with branch plant investment or insurance 
company investment. 


Number and volume of business of banks 

There are bank facilities in almost every county in the South 
and competing facilities exist in most counties. Since the end of 
World War II the number of banks in the region has increased. This 
is true of national as well as State banks and Federal Reserve member 
banks and those that are not affiliated with the Federal Reserve 
System. 

The number of banks in the region has increased by 135 between 
1947 and 1954, but this figure does not include the number of new 
branches which many banks opened during the last decade. Between 
1947 and 1955 the number of national banks increased by 45 and the 
number of national bank branches by nearly 5 times that number. 
During the same period the number of State Federal Reserve member 
banks rose by 6 and State nonmember banks by 84. 
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TABLE 42.—/nsured commercial banks in the South, June 1947 and June 1955 






June 1947 | June 1955 

Area Members, Federal |Statenon-|) Members, Federal State non- 

Reserve System members, Reserve System members, 

ас a‏ یی ی 

Reserve Reserve 

National State System | National State | System 

United Staátes....... nda „2 Е 5,012 1,913 6, 466 4, 744 1, 863 | 6. 680 
South i 646 197 1,744 691 | 203 | 1, 828 
Rest of United States... де. $, 356 1, 716 4, 722 4, 053 | 1, 660 | 4, 852 
Alabama d д 66 20 130 71 25 139 
Arkansas.. 50 16 148 | 54 | 17 | 151 
Florida 61 10 108 79 | 11 137 
Georgia 50 14 244 51 | 13 283 
Kentucky 93 20 247 89 20 244 
Louisiana : 33 12 112 40 | 11 | 124 
Mississippi 21 6 171 26 | 71 160 
North Carolina 45 S 169 46 х 167 
South Carolina 23 1 t 27 8 | 106 
Tennessee 70 12 207 76 ) | 206 
Virginia å 131 12 112 132 74 | 111 
pm - — — — — — — | — 

Source: Federal Deposit Insuranee Corporation, 


United States and 





TABLE 43.— Number of insured commercia! banks ard branches, 
the South. December 1947 and Рес mber 1954 
December 1947 December 1954 
Area Members ral 'Statenon-| Members, Federal |State non- 
Reserve members, Reserve System (members, 
Federal ыр: ы ? Federal 
Reserve Reserve 
National State System | National State System 

United States...... 6, 87 3, 096 7,521 7, 844 3, 598 8, 132 
Бош! 850 251 2,089 1,103 342 2,317 
Rest of United States 6, 025 2, 845 5, 432 6, 741 3, 256 5, 815 
Alabama.... SS 21 132 105 28 138 
Arkansas.. | 5 16 167 56 17 | 175 
Florída 63 10 109 85 11 | 137 
Georgia 71 19 250 91 25 | 289 
Kentucky 110 28 | 26 117 | 35 | 268 
Louisiana.. 66 16 10 | 91 28 159 
Mississippi 26 6 | 225 | 34 13 233 
North Carolina 61 2 310 95 40 380 
South Carolina 19 9 102 | 81 10 | 126 
T nnessee.. 104 => 236 | 147 42 249 
Virginia. ... Е | 161 83 | 158 | 201 | 109 | 163 





Bource: Federal Deposit Insurance Corporation. 


Business and personal demand deposits in southern commercial 
banks increased 68 percent between June 30, 1945 and June 30, 1955. 
The increase in the rest of the United States was 57 percent. How- 
ever, a higher rate of growth in the South than in the rest of the United 
States characterized the immediate postwar years and three of the 
years from the end of 1948 through 1954. 

In the South, as elsewhere, demand deposits held in banks are used 
by depositors for an increasing volume of payments; more deposits are 
held, and the rate of turnover is higher. In the Atlanta Federal 
Reserve District, for example, payments by check almost. doubled in 
the 6-year period from 1949 to the end of 1955 to an annual rate of 
more than $12 billion. In the Atlanta district, demand deposits turn 
over about 21 times per year. In the Richmond disirict, rates around 
15 times are common, as they are in the St. Louis district; rates in 
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excess of 20 times are reached in Richmond, Charlotte, and Memphis. 
Savings deposits have grown in recent years but remain less than one- 
quarter of the total deposits for the 11 Southern States. The increas- 
ing volume of payment by checks indicates active use of the South’s 
money in current trade and employment. 

Despite the growing use of banking facilities, the average personal 
and business deposits per person in the South in June 1955 were less 
than half of the comparable amount in the rest of the country. The 
amounts were $487 and $1,111, respectively. Nearly 20 years ago, 
when the National Emergency Council made its study of the South, 
per capita bank deposits in the South were only 32 percent as large 
as the national average. Now they are 44 percent. 


TaBLE 44.— Business and personal deposits of insured commercial banks in the 
United States and the South, June 30, 1945, and June 30, 1955 


[In millions of dollars] 








Area June 30, 1945 | June 30, 1955| Percent 
| increase 
— ——À — — — — — — — — — — А — — — — 
‚у. кке и ннн И АГАЙ НЩ ھی ی‎ | $93, 111 | $147, 286 58 
лав یھ و‎ дивы ивы | 9, 523 | 15, 983 68 
83, 588 | 131, 303 57 
816 | 1, 261 54 
495 | 755 52 
1, 112 | 2, 429 118 
1, 054 | 1, 671 58 
963 | 1, 430 48 
932 | 1, 621 74 
464 695 50 
944 | 1, 586 | 68 
392 | 630 | 61 
1, 123 1, 836 | 63 





1,228 | 2, 060 | 68 





Source: Federal Deposit Insurance Corporation; Reports of Assets and Liabilities. 


Total outstanding loans of insured commercial banks in the South 
as of June 30, 1955, amounted to $8.2 billion, or 10.7 percent of the 
national total. Half of the loans are borrowings by business and 
more than a third by consumers. The ratio of consumer loans to 
total loans of insured banks was about the same in the South as in 
the rest of the country. However, the share that business borrowed 
was lower in the South. Loans for agriculture were a larger part of 
bank loans in the South than in the rest of the country, consistent 
with the greater relative importance of agricultural employment and 
income. Wide variations among the States will be noted in the 
pattern of bank lending. The least variation is found in consumer 
loans, although Virginia banks lend much more to consumers than is 
the practice elsewhere; the percentage of such loans in Louisiana and 
Mississippi is well below that of other States. The difference in 
Virginia reflects the high volume of residential real-estate loans. The 
differerce in Louisiana and Mississippi results from a low volume of 
real-estate loans and auto loans, but perhaps more from the emphasis 
on business loans in Louisiana and farm loans in Mississippi. Among 
the other States, variations in percentages of business and agricultural 
loans to total loans reflect the relative importance of agriculture and 
industry in each State. 
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In the 10 years ending June 30, 1955, bank loans increased faster 
than in the United States as a whole. The rate of increase for the 
whole region was over one-fourth greater than in the rest of the 
United States. The increase ranged from 234 percent in Kentucky 
to 472 percent in Florida. The rate of increase in every Southern 
State was greater than the average growth in the United States 


TaBLE 46.—Total loans and discounts of insured commercial banks, United States 
== , 
and the South, June 30, 1945, and June 30, 1955 


[In millions of dollars] 








Area | June 30, 1945 | June 30, 1955 | Percentage 


| incre 
United States........ | 23, 379 76, 055 29 
South | 2, 150 8S, 153 | 279 
Rest of United States. | 21, 229 | 67, 902 2X 
Alabama... б арос кәнне | 171 | 583 | 241 
Аах | 94 | 328 249 
Ворена | 167 | 956 472 
ی‎ | 301 | 1, 029 24 
Kentucky.. dile ERE — | 217 | 72 234 
А о zi lie | 176 | 778 342 
Mississippl.......... — i : | 09 | 337 24 
North Carolina... ма * | 242 055 ^05 
South Carolina.......- р он 76 295 288 
Tennessee. ......--. сне : j 303 1,052 247 
анд SR A 304 | 1, 116 267 








Source: Federal Deposit Insurance Corporation; Report of Assets and Liabilities. 


Uses of bank funds 


One can discern patterns of deposits and withdrawals for individual 
banks and for banks in different States or regions. These patterns 
are influenced by types of deposit, the regularity of the flow of 
income, receipts of the depositors, kinds of loans made, their size, 
length of term, and season of year. 

These regularities, whether they make for a fairly smooth and 
constant flow of funds or for strong seasonal changes, with outflows 
and inflows following different patterns, depend on the depositors and 
borrowers and on the sources of their income. The proportion of 
manufacturing and financial business deposits is higher in the larger 
banks, the proportion of personal deposits is higher in the small banks, 
and the proportion of “trade”? deposits is about the same among 
banks of different size. Over 40 percent of the amount of deposits in 
the South are held for nonfinancial business, with corporations holding 
nearly three-quarters of that amount; about a third of the deposits are 
beld for nonfarm personal accounts and about 7 percent for farm 
personal accounts. Other depositors include principally financial 
business. 

In the Atlanta Federal Reserve District, personal depositors and 
financial business made the greatest gains in deposits between 1943 
and 1953, while trade, manufacturing, and mining depositors increased 
their deposits less rapidly. These developments reflect growth in 
personal income and savings, the movement of the population into 
cities and the growing size “and ac tivity of the financial institutions. 
Average personal deposits are small, for the most part, but depositers 
with accounts above $25,000 numbered in 1953 about 1.5 percent of the 
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total accounts and held over one-quarter of all personal deposits. The 
distribution of deposits in the Richmond District apparently is similar. 

Seasonal fluctuations in deposits are more marked in the South 
than in the rest of the country. Seasonal changes are greater for 
State nonmember banks than for national banks, reflecting the 
agricultural and other local interests which they serve. 


TABLE 47.—Semiannual changes in net demand deposits of insured commercial banks, 
the South and rest of United States, July 1, 1947-June 30, 1955 


{Percent change from previous semiannual report date] 


Rest of | Rest of 

Date South United Date South | United 

States States 
June 30, 1955 Е , —3. 22 —2. 94 June 30, 1981. ........... —2. 79 | — 2. 97 
Dec. 31, 1954 ... 9. 76 8. 20 Dec. 31, 1950.....- у Р 9. 57 8. 51 
June 30, 1954 — 5, 29 —3. 58 Јцпе 30, 1950. _...... = 2. 17 | 2. 29 
Dec. 31, 1953...... 7. 23 8. 17 Dec. 31, 194°... eed 4.30 | —3. 31 
June 30, 1953 — 5. 38 —6. 89 June 30, 1949._......... —6. 51 3. 17 
Dec. 31, 1952 ... 9. 15 6. 93 Dec. 31, 1948 ... É : 5. 63 | 3. 13 
June 30, 1952 m —4. 23 —3.37 June 30, 1948. .... ы —6.46 | —4.86 
Dec. 31, 1951 а 14. 24 9. 00 006. 31, 109.......... 7.92 | 5. 57 


Source: Computed from data published by Federal Deposit Insurance Corporation. 
TaBLE 48.—Changes in net demand deposits of insured commercial banks, the South 
and rest of United States, from previous report date, Dec. 31, 1954 and June 30, 











1955 
[Percent change from previous 6-month semiannual report date] 
| | 
Area December| June 30, Area | December, June 30, 
1954 1955 | 1954 | 1955 

| 

| | л. 
Bout^.... — 9. 76 —3. 22 || Louisiana. ........ — 10. 25 | 0. 68 
Rest of United States : 8. 20 —2. 94 MINNS а | 9. 25 | —5. 69 
Alabama... à 10. 41 —2.93 || North Carolina | 19.40} —13.16 
Arkansas 10. 43 —9.45 || South Carolina. | 857| —7.50 
Fl rida .. 5. 75 7.37 || Tennessee........... | 6.03 | —1. 68 
Ge regia „5 * 7.17 —2. 28 || Virginia............ КА 5 | 9. 81 —4.57 
Kentucky.. * 12. 82 —8. 25 | 


Bource: Computed from data published by Federal Deposit Insurance Corporation. 


Loan changes during the year also are greater in the South than in 
the rest of the United States. Peak loan demands frequently occur 
in the season when deposits are at the lowest level, in local areas and 
for entire States. The seasonal factor thus limits the lending power 
of banks. 


80734—56—4 
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TABLE 49.—Semiannual changes in gross loans and discounts of insured commercial 
banks, United States and the South, July 1, 1947-June 30, 1955 









Percent change from previous semiannual report date 


United States 







Members, Federal 
Reserve System 


State non- 


Members, Federal State non- 
members, 


Reserve System members, 











о дм 

Reserve Reserve 

System National State System 
FUE Quee reor bh —0.7 21.2 5.2 0.3 6.0 8.7 
Dec. 31, 1954. 5.4 5.2 2.9 14.1 13.1 —3.7 
June 30, 1954.. –.3 –2.0 3.2 T -.9 5.1 
Dec. 31, 1953. - 3.9 3.8 4.3 6.5 6.0 4.1 
June 30, 1953. . 1.3 .9 3.6 2.1 -1.3 6.4 
Dec. 31, 1952.. 8.9 8.9 5.5 10.3 10.3 2.7 
oN = ш оч чн 2.3 1.3 6.7 -.2 1.5 10. 4 
—— 6.2 5.3 3.7 4.0 5.2 .8 
ZEN, Поља 45 5.6 6.2 2.0 —1.4 83 
OES Вы. 18.6 18.7 5.7 18.1 18.0 3.4 
3.2 5.6 7.3 2.5 4.9 8.5 

BEEN. РОНЕ — uem n 6.1 3.8 3.2 9.9 11.6 0 
ФИНЕ ЗРНА. ока —5.1 —2.8 2.8 6.3 -11.7 3.3 
———— — 6.9 6.1 7.6 10.9 12.4 11.8 
2000 08,2900... eee em .2 .9 11.9 
J å GOSOD 19. 2 16.8 8.0 


! Figures not available. 
Source: Computed from data published by Federal Deposit Insurance Corporation. 


TABLE 50.—Semiannual changes in £^ loans and discounts of insured commercial 
banks, United States and the South, July 1, 1954, and June 30, 1955 


Percent change from previous semiannual report date 


Dec. 31, 1954 June 30, 1955 
Area 
Members, Federal State non- Members, Federal State non- 
Reserve System members, Reserve System members, 
РО о 1: ——— 
Reserve Reserve 


National State System National State System 





5.4 5.2 2.9 —0.7 21.2 5.2 
14,1 13.1 —3.7 E 6.0 8.7 
4.9 —3.3 —6.2 6.5 9.1 12.1 
—.2 —19.1 -1.3 -l 15.2 3.8 
21.0 19.3 2.4 8.3 9.9 12.9 
7.0 8.2 -3.5 6.2 10.7 12.6 
4.0 18.2 7 6.7 —5.5 2.8 
15.2 —4.9 2.4 5.9 4.8 10. 7 
-1.7 10.5 —3. 9 6.0 8.6 1.2 
4.4 12.3 —2.2 9.6 5.5 9.3 
4.4 –7.6 -1.2 8.4 7.2 13.8 
2.6 1.9 —1.8 —1.8 14.0 8.2 
5.1 30.7 -22.6 9.0 7. 7 10.3 


Source: Computed from data published by Federal Deposit Insurance Corporation. 


Primary and secondary reserves 


Reserves against deposits which Federal Reserve member banks are 
required to hold in district Reserve banks (primary reserves) are sub- 
ject to change by Federal Reserve authorities. Changes in the ratio 
of required reserves have brought varied reactions by the member 
banks. The adaptation to the садан reserves apparently has de- 
pended upon the size of the bank. e larger bo and about half 
of the medium-sized banks made immediate use of funds which be- 
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came available when reserve ratios were reduced during 1953 and 1954. 
But most of the small banks and the balance of the medium-sized 
banks allowed excess reserves to increase relative to deposits and 
generally reacted very slowly, or not at all, to the changed reserve 
requirements. About half of the total banks, including some larger 
banks, increased correspondent balances when reserve requirements 
were reduced. i 

Secondary reserves, i. e., cash and short-term Government securities 
in excess of primary reserves, are higher in the Southern banks than 
in the United States as a whole. The secondary reserves of the banks 
in the South would be expected to be larger in relation to total assets or 
to deposits than those of banks in the rest of the country. Larger 
reserves are required by the characteristics of the deposits and loan 
demands and by the banking structure in the South. The charac- 
teristics include the following: 

(1) Demand deposits are larger in relation to time deposits 
than in many areas that have reached a higher level of industriali- 
zation. 

(2) Demand deposits and loan demands show more seasonal 
variation in the South than in the United States. 

(3) The largest year-to-year changes in deposits and loans are 
in the South. 

(4) Banks in the South are smaller than the national average. 

(5) Interbank and United States Government deposits are 
larger in relation to net demand deposits in the South than in the 
United States generally. 

(6) A greater proportion of the banks are independent State 
nonmember banks which do not clear checks through the Federal 
Reserve banks, and which have to borrow from correspondent 
banks rather than the Federal Reserve bank when they need 
additional reserves. 

Since the desirable level of secondary reserves depends on the 
experience of each bank, a close calculation of requirements for a great 
number of banks with diverse experience, located throughout a large 
geographic area, is hardly feasible. However, calculations on the 
Basis of ‘the characteristics listed above, indicate that secondary 
reserves are higher in the South than in the country as a whole, but 
not excessively higher. 

The largest of the cash items in secondary reserves is the cash 
deposited with and due from other banks. ‘These deposits are about 
the same percentage of assets of banks in the Richmond district 
as they were in the 1920’s when they drew interest (a practice for- 
bidden since 1933) and are hardly a third as great a percentage as in 
1941. They show greater seasonal changes than any other cash 
item. The peak volume held is reached in the Iow season on loans, 
in much of the South, when individual and business deposits are 
moving into the banks. Cash deposited with other banks often is 
the principal account which banks in the South use to adjust to 
seasonal changes, for reasons that are discussed later. In the Nation’s 
banks as a whole, short-term Treasury paper is a larger part of 
liquid assets than in the South’s banks. 

In some Southern States, cash items change more than short- 
term Treasury paper, between the year-end peak and the midyear 
low. In the United States as a whole, however, variations in Treasury 
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securities are 2 to 3 times as large as changes in cash during the course 
of the year. The Atlanta Federal Reserve Monthly Review pointed 
out several years ago that banks which follow the practice of adjusting 
to seasonal variations by changing their cash assets were missing 
important opportunities for obtaining revenue through short-term 
adjustments.’ Country banks outside the South also differ among 
themselves with respect to their holdings of cash which is subject to 
management decision. Many hold comparatively large amounts of 
cash. This fact need not be considered a matter of tradition only. 
The practical explanation of it is that the salary cost of keeping close 
watch on cash and investing all of it above minimum requirements, 
plus the other costs such as brokerage fees, and interest on occasional 
borrowed reserves, exceed the gain from investment. 

There are alternatives to building up cash accounts. The Atlanta 
Federal Reserve Bank recommended that smalltown banks purchase 
short-term Treasury paper, especially bills, when funds are available 
so that the bills mature in time to provide the cash required to meet 
the expected deposit runoffs. They also recommended the estab- 
lishment of seasonal credit outlets, such as industrial loans in agri- 
cultural areas and farm loan departments in major city banks. 
The latter alternative is particularly suitable for an area undergoing 
rapid industrialization. To some extent the banks follow these 
alternatives. 

Most banks have correspondents in New York and Chicago, and 
a significant portion of cash balances due from other banks is held 
in banks outside of the region. Cash due from banks exceeded inter- 
bank deposit liabilities balances for banks in the South by $526 
million in June 1954 and $462 million in December 1954. Part 
of this difference can be accounted for by amounts that are due from 
banks in New York, Chicago, Philadelphia, and other financial centers. 

A member of the Federal Reserve Board of Governors stated in 
1944 that country banks should find means to “earn money by the use 
of their funds, rather than sending these funds into the larger centers.” ? 
It should be noted that the cash balances which banks in the South 
maintain in other banks are relatively lower than they were in the 
1940's. 

There appear to exist compelling reasons for the Southern bank 
practice of holding substantial amounts of funds with correspondent 
banks. Two major factors account for the fact that banks pass up 
earnings from short-term Government securities and loans to hold cash 
balances outside of the State and region: 

1. The necessity to make payments in interregional trade.—Main- 
taining deposit balances with other banks for payment of checks is 
a long-established practice. Ш began long before the introduction of 
the Federal Reserve System and continues for member banks even 
though their reserve balances at the Federal Reserve bank are used 
for similar purposes. Nonmember banks maintain accounts within 
the State and outside the State in order to facilitate payment and 
collection of checks. Cash balances increase in the second half of 
the year when check collections also increase. The seasonal change 
in these account balances is pronounced in every Southern State. 

1 Atlanta Fed ral Reserve Pank Mont*ly Review, May 1953. 


2U. 8, Congress, House Committee on Banking and Currency; Hearings on Absorption of Exchange 
Charges, 1944, p. 14. 
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The volume of these accounts is not so large in relation to total assets 
as it was in earlier years. The extent to which the proportion of cash 
balances is further reduced will depend largely upon the rate of growth 
of the South’s economy. 

2. The services obtained as compensation from the correspondents 
with which the balances are kept.—Balances held in city correspondent 
banks build up the correspondents' deposits so that they are able 
to make profitable loans and investments. In turn the city corre- 
spondent provides investment services and loan participations to the 
local bank, and many of these are essential to local prosperity. То 
quote from a few bank spokesmen on the point: ° 


Arkansas 
The larger city correspondent banks are very helpful, 


especially those in Dallas, Memphis, and St. Louis. There 
is cọnsiderable competition for accounts as a result. 
Georgia 

* * * the large banks, even if it is for selfish reasons, try 
to take care of the excess loans in their customers' territory. 
Ordinarily, where the large bank is close enough, it actually 
supervises the loans and sells a participation to a smaller 
bank * * * the smaller banks, on the whole, have become 
accustomed to participating with a larger bank and find that 
it is a good service for them. 
Tenne ее 

Our correspondents have been ready and active in par- 
ticipating when the loan is justified. Usually the local bank 
makes and services the loan with the excess being carried by 
the correspondent and both institutions working closely 
together. This applies principally to industrial and com- 
mercial loans * * *. The city correspondent helps in ana- 
lyzing the credit and arranging the terms. If it were not 
for the he ‘Ip of city correspondent banks, the credit would 
be denied in many local communities. * * * 
Mississippi 

Large correspondent banks both inside and outside of our 
State make available to their smaller correspondents par- 
ticipations in loans at times when the smaller banks do not 
have a large loan volume due to the season of the year. In 
times of seasonal great credit demands smaller b: anka secure 
participation by their larger correspondent banks in loans 
too large for the smaller bank to handle. The — 
lender generally services the loans. 

After the banks have met legal reserve requirements, and provided 
for secondary or liquidity reserves, their funds are available for earning 
income by meeting the credit needs of the community. Bank credit 
includes investments in securities (principally of the U. S. Govern- 
ment and of local and State governments) and loans to business, 
agriculture, and consumers. During much of the 1930's and 1940's, 
investments in United States securities constituted the largest part 





3 Quoted from letters addressed to the American Bankers Association. Names were withheld by re- 
quest ofthe ABA, ‘The views of selected bank officials were compiled by the American Bankers Associa- 
tion in connection with this study. 
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of bank credit. Loan credit since the end of World War II has 
regained much of the importance it had before the 1930's. 


Ratio of loans to assets 


Many banks in every Southern State use their depositors' funds for 
accumulation of cash and securities, with loans coming in for only a 
small share. Many banks have as much as three-quarters of their 
assets in loans. 

The amount of the loans and discounts— 


and its relation to the deposit figure are in large degree the 
measure of the bank's effectiveness in community building, 
and, in final analysis, the determining factor as to whether 
the bank shall grow and expand in influence.* 


The Southern States as & group have lower loans to total asset 
percentages than the national average. In Georgia, Tennessee, and 
Virginia, the percentages have been consistently above the national 
average. They have been lowest in Arkansas and Florida during 
recent years. 


TABLE 51.—Loans and discounts as percentage of total assets of insured commercia 
banks, United States and the South, selected dates, 1945-54 





Area | June 30, 1945 | Dec. 31, 1949 | Dee, 31, 1954 | June 30, 1955 
| | 
Percent | Percent | Percent Percent 

Пан нај i 16.3 27.4 35.1 | 37.9 
ПА домана ааа 14.7 | 28. 5 | 31.4 34. 8 
П син и — 13. 5 | 22.4 29. 6 32.3 
DEM о код льва 10. 3 20. 3 | 27.4 28. 5 
DON atio 18.4 | 35. 5 39. 2 43.4 
оковы оавнанй 14.9 | 28.6 33. 1 36. 7 
Louisiana. ...... E IE WIES ES RUE MESI aie EE NE IER 12. 2 | 22.2 27.9 30. 1 
Mississippi.......... ۴ 14.5 | 24.1 | 30.9 ! 33. 9 
North Carolina 15.2 29.4 34.3 40.1 
South Carolina... 14.2 | 24.3 | 29.3 34. 6 
Tennessee........ Б e ел 16.6 | 32.5 | 36. 9 39.2 
УИ... 17.1 | 33.5 | 36.2 | 40. 6 








Source: Federal Deposit Insurance Corporation; Reports of Assets and Liabilities. 


A substantial part of the differences between loans to asset per- 
centages in the South and the rest of the country may be accounted 
for by the large metropolitan banks. There are much smaller differ- 
ences among country banks in different regions, particularly in 
places of less than 15,000 population. 

The increasing number of branch firms that are established in the 
South may not depend on local banks for loans. However, no infor- 
mation is available on the extent to which they borrow from local 
banks. It is probable that they add to bank deposits in the area on 
their own accounts and through payrolls and other disbursements to 
meet expenses. The relatively low ratio of loans to assets in banks 
of Arkansas, Kentucky, South Carolina, and other States may be 
accounted for in part by the growth of branch firms. 

When borrowers obtain loans involving participations by out-of- 
State lenders—such as an Arkansas borrower obtaining funds from a 
Memphis, St. Louis, or Dallas bank, or a Georgia airline borrowing 
from banks in a dozen States on one loan—deposits in the banks of the 
State where the borrower is located may increase, with no correspond- 


4 Mississippi Banker, May 1952, 
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ing increase in loans. Spending of the loan proceeds may move de- 
osits into States other than that of the lending bank, raising the 
oan-deposit ratio. The high percentage of loans to deposits in 
Tennessee may result in part from considerable lending in other States 
on its borders. 

Variations in ratios among banks are so numerous and extreme in 
some States that an average relation, particularly among larger banks, 
is not indicative of credit policy. For example, among the 10 largest 
banks in Arkansas, holding 40 percent of all deposits, ]oan to deposit 
ratios in 1955 ranged from 19 to 61 percent. 


ADEQUACY OF BANK CREDIT 


The question is frequently raised whether sufficient bank credit is 
available in the South to meet business needs at reasonable terms. 
Bankers generally maintain that borrowers who are able to repay do 
get credit on the terms they need and that more fundamental prob- 
lems in the development of business are insufficient equity capital and 
inefficient management. 

In response to questions from the Legislative Reference Service, 
Library of Congress, about adequacy of credit in the Eighth (St. 
Louis) Federal Reserve District, which includes some southern States, 
Mr. Delos C. Johns, president of the Federal Reserve Bank of St. 
Louis stated: 


It is our opinion that whatever fringe of unsatisfied credit- 
worthy demand exists is relatively small in comparison with 
the volume of credit-worthy demand that is satisfied by the 
commercial banks in * * * the eighth district * * *, 


Mr. Hugh Leach, president of the Federal Reserve Bank of Rich- 
mond, stated in response to the same question: 


Lenders in Virginia, North Carolina, and South Carolina 
now have sufficient resources to finance adjustments required 
to raise the relative economic position of these States. This 
improvement has in fact been taking place for many years, 
and there is no indication that it is coming to a halt or that 
insufficient financing threatens to interrupt it. 

Lenders’ policies and practices keep apace of the needs of 
borrowers who desire to improve their farming or to add to 
industrial activity or who possess the necessary experience 
and knowledge to make their proposed actions economically 
feasible. In fact , recent years have seen many examples 
within this district of lenders actually setting the pace within 
their areas of operation through providing technical assistance 
and information in addition to financing. Extensive interest 
has been shown by bankers in understanding the problems 
of particular borrower groups and in developing lending 
techniques suitable to those problems. Regional banker 
meetings, for example, have been held from time to time in 
Virginia, North Carolina, and South Carolina to discuss 
agricultural developments and adaptation of financing to 
these new situations. 


Mr. Malcolm Bryan, president, Federal Reserve Bank of Atlanta, 
thought that the financial resources of his area could not be sufficient 
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to supply all the credit needed in the rapidly growing economy of 
the area. He stated, however, that the South has been able to 
use the resources of other areas, and that the area has benefited 
from the inflow of capital from outside the region. 'The combined 
internal resources plus the funds that came in from outside, he be- 
lieved, were sufficient for the needs of the farmers in his district. He 
thought that the lenders in his district have adapted their policies 
and practices to the needs of the borrowers who desired to improve 
their farming. He identified the interest of the lenders with the 
interest of the borrowers. 


i 
4 
P. 
d 
| 
P 
у 
5 
3 





The self-interest of lenders is an incentive to adjust their 
policies to the needs of their borrowers. There are instances, 
of course, when borrowers and lenders do not recognize op- 
portunities. * * * I have been particularly impressed by the 
efforts of bankers to help in making agricultural adjustment. 


The following excerpts give the views of some Southern bankers on 
the adequacy of credit: 


There are millions of people today who need banking serv- 
ices but who never darken our banking doors. Many thou- 
sands go to second-story loan sharks rather than come into 
our installment-loan departments. There are other thou- 
sands who go to the post office with their savings or to buy 
money orders who ought to be using our banks.—Southern 
Banker, October, November 1952. 

* * * Many qualified borrowers are not adequately served 
in some instances and have to obtain loans and other con- 


| siderations in adjoining communities.—Tennessee Banker, 
| June 1955. 
V The number of loans à banker may actually make or turn 


down and the manner in which he may handle each transac- 
tion is not always the index to the opportunities the banker 
may have had to make or turn down a credit risk. Too many 
times a banker’s attitude toward an applicant has been the 
determining factor as to whether 1 or 5 or hundreds of other 
applicants will or will not come to the bank to present their 
| financial problems. —Mississippi Banker, May 1952. 

| * * * strenuous efforts should be made to use existing 
financing sources fully (for agriculture and small business). 
| Commercial banks, particularly, have opportunities in this 
Er direction * * * [n some areas, too, there are local shortages 
à of credit * * *.—Atlanta Federal Reserve Bank Monthly 

Review, May 1953. 

Banks in the South have been particularly aggressive in 
seeking loan accounts. Larger banks have correspondent 
departments under the direction of top-level management. 
Some also have departments to encourage business develop- 
ment loans or someone assigned to such work * * *. 

The employment of farm specialists has also in- 
creased * * *, 

It has been my observation that lenders have shown an 

| increasing eagerness to help their borrowers or potential 
| borrowers * * *.—A Georgia banker, November 1955. 
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There have been occasions when the term of loan which is 
proposed is too long for a commercial bank and a great 
many of the banks in our territory are now familiar “with 
the availability of outside capital so that when such a 
proposition is presented to * which they cannot enter 
into themselves, they are able to help the proposed borrower 
by sending him to a lending institution which will be inter- 
ested in considering his request. 

Correspondents are likewise helpful to the small banks in 
arranging with other lenders long-term credits. They are 
also helpful in finding industrial bankers or brokers should 
new capital have to be raised through the issuance of addi- 
sional equity capital. 

A great many of the industries in Kentucky have received 
outside capital and quite a few of the operations are divisions 
or branches.—A Kentucky banker, November 1955. 

Bankers can become more familiar with the new lending 
techniques and adapt old ones to the unique financing 
problems of small business and agriculture. Some banks 
can also establish special loan departments for farmers 
and small-business men.—Atlanta Federal Reserve Bank 
Monthly Review, May 1953. 

Terms on which loans have been granted do not appear 
to have been a major factor. If anything, they have been 
flexible enough to actually promote progress and have to 
our knowledge been adequate for the needs of all borrowers 
in the area.—A Georgia banker, November 1955. 

* * * from the standpoint of the lender, I think the terms 
offered will undoubtedly be as liberal, in most instances, as 
it is possible to extend under current economic conditions.— 
A Virginia banker, November 1955. 

The terms on which loans are granted evidently do not im- 
pede efforts of borrowers to obtain, and lenders to supply, 
credit that is adequate to the needs of the borrower.—A Mis- 
sissippi banker, November 1955. 


Many observers have questioned, however, the adequacy of credit 
and capital facilities for smaller and medium-size firms in the South 
as well as the rest of the country. <A recent study by the Office of 
Business Economics, United States Department of Commerce, was 
addressed to this problem for the entire country. The survey was 
based upon some 5,000 replies to questionnaires sent to 15, 500 busi- 
nesses, Many active small firms are able to get at least part of 
the funds they consider necessary. However, a large percentage 
do not get all the funds they want. The study indicated that credit 
refusals are greater for the new and smaller firms than for established 
and larger firms.* 

No separate tabulations of data for southern respondents to the 
questionnaire have been made available. However, the implications 
of the results are clear enough, when considered in the light of other 
facts about bank lending in the South. Southern banks on the whole 
do not use as much of their deposits for lending as do banks in the 
rest of the country. Small firms therefore would not be expected to 





8 McHugh, Loughlin F., and Jack N. Ciaccio. External Financing of Small- and Medium-size Business, 
Burvey of Current Business, October 1955, pp. 15-23. 
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be given much more liberal treatment in the South than elsewhere. 
Small firms generally consider available credit to be inadequate. 
Recent studies of the House Small Business Committee indicate an 
increasing credit inadequacy for the smaller business firm. In addi- 
tion, in the Atlanta Federal Reserve District, for example, larger 
southern corporations have in recent years obtained fewer long-term 
loans from banks than is usual for large national corporations. To 
the extent that credit is limited in the South, and especially for the 
small firm, there is a tendency for promoting economic concentration 
and for restricting the rate of development of the South. 


Commercial and industrial loans 


While inadequacies of credit for business may exist in the South, 
bank-credit statistics indicate that commercial and industrial loans 
in many of the Southern States now are as large a part of loans of 
banks of every size operating there, as in the Nation as a whole. If 
adequate business credit is to be supplied and at the same time 
demands are to be met for longer term farm credit and for consumer 
credit, loans will have to be expanded in relation to deposits and total 
deposits and capital will have to be increased. It is to be remembered 
that although the 11 Southern States have one-fifth of the Nation’s 
population, their total bank resources are less than one-ninth of the 
national total. 

During the decade ending June 30, 1955, commercial and industrial 
loans of insured commercial banks increased by 329 percent in the 
South compared with 280 percent for the rest of the country. In 
only 3 of the 11 States was the increase less than the national aver- 
age. Total loans and discounts of insured banks also have increased 
more rapidly in the South than in the rest of the country as indicated 
in table 46. 
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TABLE 52.—Commercial and industrial loans of insured commercial banks, 
United States and the South, June 30, 1945, and June 80, 1955 


[In millions of dollars] 








Area June 30, | June 30, | Percentage 
1945 | 1955 increase 

United States $7, 502 | $28, 833 | 284 
t Bede pan 642 2, 756 | 329 
Rest of United States 6, 860 26, 077 280 

abama 43 180 319 
Arkansas unt 15 | 76 407 
Florida. .... : es 65 | 359 452 
Georgia — * 105 | 390 271 
TEN Lian uad M uim днн» REE а а 53 | 197 272 
ЛАС „о арво аы на itle a AA mart 71 356 401 
پو ی کی ی و ا‎ дьонно она сааьын 19 | 101 432 
П акаа ноне дайа анайни 80 | 334 818 
АИ ИИ ар Био а тайба 23 | 90 291 
TU да А ае ана абан а 92 | 302 326 





ами ANH eu d 76 | 281 | 27‏ و چا چا و چات مه چ چ ديا Virginia. ....... bcp in‏ 





Source: Federal Deposit Insurance Corporation; Reports of Assets and Liabilities. 


Commercial and industrial loans accounted for more than two-thirds 
of the total business credit extended by banks in the South as of June 
30, 1955. "Tennessee led the Southern States in the amount of com- 
mercial loans of banks; and Georgia and Florida banks made ap- 
proximately as large a volume of commercial and industrial loans. 
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53.— Business loans made by insured commercial banks, United States and 
the South, June 30, 1955 
{Millions of dollars} 
| | 
| Commercial and| Real estate, | Loans to Securities 
Total | industrial | noníarm, non-| individuals ! loans 
| loans | residential 
STET Wee ah Т И | 
Рег- | | Рег- | | Per- | | Per- Per- 
| Amount | cent | Amount | cent |Amount| cent |Amount| cent | Amount) cent 
| | of | of | | of | | о 
| total | | total | | total | 
| | 


| 
| | 
|3, 512.3 | 
| 467.7 | 
| 3, 044. 6 


) 


| 18 
| 69. 
| 48 
| 
| 


1 


|3, 678.4 | 9.1 |4, 425.8 
| 640.6 | 15.8 183.4 
3, 037.8 | 8.3 |4, 242.4 
Г- Ж 18. 8.1 
21 18 3.2 
73. 31. 
74 30. 
69. 17. 
45 11. 
20. 

79 21. 
25. 
90 
94 


United States — 40, 539 
Sout! 4, 048. 3 | 
Rest of United 3..-.| 36, 490 
Alabama 259 
Arkansas 118 
Florida 532. § 
Georgia 542 
Kentucky ......... à 326. < 
Lanisiana. .... — 466 
Mississippi | 149 
North Carolins.. 501. 
South Carolina 140 100 | .3 | 64 
y. dss ------ 550. 100 | | 71 
Virginia.. —— 459.5 | 100 281.1 | 61 


100 | 28, .5| 71 
190 2. | 68. 
100 |: | 71 
100 | .6 | 69 
100 | з | 63. 
100 | .3 | 67. 
100 | | 71. 
100 ! 3 | 60 
100 | 355.6 | 76 
100 | | 67 
100 . 66 


مو = 90 


~ 50 ~ > 
ле 


J 
а 
جر بم جر‎ БО 00 بو مو و س‎ 
» ос 
سم وخ ہہ ہہ دن‎ 


= 


42 
54. 
19. 
60 
| 19 
| 42 


67. 


5 ho d» OD d» m] m CN mA 


> OF 


3 00 сл > № m e 
ыы ыы ыы ыы 


юв 


سر ~ سم سم ون 


Gn n pO pa DS‏ دو ہے ې دو هر دو 
сло‏ س یہ ب دی دد нь‏ © © من می په 


о ва ~‏ 
t2‏ پد من سر رج سر دن dM»‏ 


24. 
16. 


Os 
m 


> 


! Loans classified as other loans to individuals in bank reports to Federal supervising agencies have been 
reclassified, transferring to the business loans to individuals the following: 
5 percent of retail automobile installment loans 
20 percent of other retail installment loans 
15 percent of repair and modernization installment loans 
55 percent of single-payment cash loans 


Source: Federal Deposit Insurance Corporation; Report of Assets and Liabilities, June 30, 1955, 


Commercial and industrial loans generally are a larger part of loans 
by Federal Reserve member banks than of loans by nonmember banks. 


State member banks have expanded their commercial lending more 
than other banks in North Carolina and Mississippi. Single-payment 
cash loans, which often are business loans, also are more important 
among member banks than nonmember banks in the region. 

Commercial loans are generally at a seasonal peak at the end of 
the year. The peak is more pronounced in some States than in others. 
For example, there is no clear seasonal peak in Georgia, little in South 
Carolina, but the peak is pronounced in Tennessee. The kind of 
bank at which the peak is sharpest differs among the States. The 
seasonal peak is highest at State nonmember banks in Mississippi 
and North Carolina, at State member banks in Kentucky, and at 
national banks in Arkansas and Tennessee. There is no clear seasonal 
movement in single-payment loans. 

Variations in seasonal peaks result from differences in economic 
characteristics of the States as well as from differences in lending prac- 
tices. If commercial and industrial loans are primarily 15- to 90-day 
commercial loans, made to retailers or wholesalers to take care of 
seasonal requirements for temporary additional working funds and 
to be liquidated from current sales, then sharp seasonal peaks are likely 
because of regular seasonal changes in retailing. The peaks would 
diminish if the banks were to diversify their lending by extending more 
intermediate and longer term loans and thus participate more actively 
in economic development programs. 

There is little information on the extent to which business in the 
South depends upon long-term bank loans. It appears, however, 
that among the large southern corporations, long-term bank lending is 
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much less important as a source of funds than it is for national corpo- 
rations; short-term bank loans are more important in the South 
than for national corporations. Small banks generally lack experience 
with long-term commercial loans and concentrate on real-estate and 
consumer loans. However, if communities are generally to partici- 
pate in industrialization, then local commercial banks may have to 


consider seriously the advice offered them, to the effect that they 
should— 


make the opportunity to sit down with these [business] 
people one at a time and talk about what could be done to 
provide a few more jobs in your town.* 


TABLE 54.—Size distribution of all banks, by total deposits, United States and the 
South, 1956 





| | | 
$50 mil- $25-50 | $15-25 $5-15 | $2.55 | $ 2.5 | Under $1 
| 
| 











| 
| 
Area lion and | million | million | million | million | milon | million 
| over | | 
| | | 
United States ................. | 583 514 96 | 3, 173 | 3, 360 | 4,111 | 1, 907 
South....... zen 72 | 64 103 | 557 | 695 | 864. | 474 
Rest of "n States. ..... ... -| 511 | 450 593 | 2, ‚ 616 2, 665 | 3, 247 | 1, 433 
Alabama. — —“ 6 1 | 12 | 31 55 92 40 
ВЫ ысы | 2 7 1| 36 | 48 86 | 53 
И а доа 13 16 29 | 80 | 52 31 | 11 
ПНЕ Loo niei enm d mE | + 6 7 48 | 74 | 140 | 116 
Kentucky.......... И 6 | 3 | 8 50 111 | 120 | 72 
ДИ с а зезна be Qe | 12 | 7 | 6 48 53 | 36 | 14 
Mississippi............. ieu 2 | 1 | 6 41 58 | 63 | 26 
Мои ОА. -...------.---- | 7 | 6 | 10 | 64 | 52 | 62 | 19 
South Carolina..... — — | 2 | 3 | 3 | 24 $1 | 52 | 38 
А УСНАМА ИРИНА У | 10 | 1 | 10 | 49 66 ! 95 68 
ب ج ا‎ — | 8 | 13 | и | 86 95 87 17 


Source: Rand McNally Bankers Directory, final 1955 edition. 


An obstacle to developmental lending for a large part of the banks 
of the South is the small size of the banks. A tabulation of the 
number of banks in each size class (table 54) shows the great pre- 
ponderance of small banks in the South. Loans to one borrower 
are limited in various jurisdictions to 10 to 20 percent of the bank’s 
capital and surplus. Most nonmember banks in the South have 
capital of less than $250,000, and the average capital accounts of 
nonmember banks are above $250,000 in only five States. The aver- 
age capital account of nonmember banks is about 50 percent greater 
than it was as recently as 1948. Average capital accounts of member 
banks are very much higher, yet an “average” member bank could 
lend more than $100,000 on 1 loan in 6 of the 11 Southern States. 


TABLE 55.—Average capital accounts of insured banks in the South, 1954 


| 








| 
Federal || | Federal | 
Area Reserve Nonmem- | Area | Reserve | Nonmem- 
member ber banks || member | ber banks 
banks || | Ђапкз | 
BL i. PES Еу dne gate qn 
ПИНК соби 5916, 420 $194, 100 | Missimippi оси: ОЉА D 259, 720 
ATE о рај 689, 410 | 185, 300 North Carolina...........| 1,622, 180 | 493, 380 
| ern — 1, 509, 820 321, 650 || South Carolina..........- | 1,014,710 235, 570 
— Le Duanoite meni 1, 632, 670 212, 940 || Tennessee. ............... | 1,536, 250 | 225, 700 
Kentucky................ 857, 020 232, 360 || Virginia. ................. | 657,450 | 321, 540 
Louisiana.................| 1,976, 540 318, 340 | 








Source: Computed from Federal Deposit Insurance Corporation; Reports of Assets and Liabilities 
* Peter F. Watsek, in Arkansas Banker, July 1954. 
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The States in which banks are large enough to extend credit to 
medium- and large-size manufacturers are those in which the per- 
centage of commercial and industrial loans are the largest. Small 
banks are limited in their capacity to finance industry. In the 
Nation’s banks as a whole—and those of the South apparently do 
not differ in this respect —commercial and industrial loans increase in 
relative importance as the size of bank increases. In all the Nation's 
commercial banks with less than $1 million of deposits, commercial 
and industrial loans are only 7.6 percent of loans. The very large 
banks, those with more than $1 billion in deposits (none of them in the 
South) have over balf of their loans in the commercial and industrial 
category, and make about 40 percent of the amount of all such loans 
made by banks. 

The size of banks in the South restricts their commercial and indus- 
trial lending. Banks outside of the region lend to the larger firms in 
important industries in the region; and branch plants of national 
corporations may retain their connections with banks outside of the 
district. 

Data on the type of business which received loans were prepared by 
the Richmond Federal Reserve Bank. Tr: ade and manufacturing 
accounted in October 1955 for half of the total volume of loans made 
by member banks in i district. While the value of the loans was 
somewhat higher for trade than for manufacturing, the number 
of loans in trade was three times as large as in manufacturing. By 
way of comparison, in the Philadelphia District, manufacturing ac- 
counted for a third of the total loans and trade for 23 percent, and 
the number of loans in trade was twice as high as in manufacturing. 


TABLE 56.—Percent distribution of number and amount of business loans by type 
of business, Richmond and Philadelphia Federal Reserve Districts, Oct. 5, 1935 


[Percent of total loans] 


Richmond Philadelphia 


Business of borrower | 
Amount | Number of Amount Number of 
] outstanding | loans 


All business ( ( 100 | 100 


Manufacturing and mining 23. ! 4 3: 19 


Food, liquor and tobacco 

Textiles, apparel and leatt 

Metals and metal products 
Petroleum, coal, chemicals and rubber 
All other 


Trade 


Wholesale 
Retail.. 


Other. 


Transportation, communication, other | 

publie utilities | é 
Services .8 | t 10 | 
Sales finance companies. 8. ‹ 10 | 
All other 27.4 | 22. 5 18 | 


Source: Monthly Review of Federal Reserve Bank of Richmond and Business Review of Federal 
Reserve Bank of Philadelphia, April 1956. 
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Illustrations of industrial financing 
The discussion of business loans to banks has indicated that credit 
available to small business in the South is inadequate, as it is generally 
throughout the Nation. If there is to be a much greater volume of 
business loans, total resources of the banks must expand. Southern 
banks generally are too small to make business loans of the substantial 
size that many industries need. In order to show more specifically 
the role of the commercial bank in financing industry, loans to selected 
industries will be reviewed briefly. 

Bank loans are made at all stages of production, frum the production 
of agricultural and mineral raw materials until the finished goods are 
marketed. In one of the important new agricultural industries, the 
production of broilers, commercial loans are made to hatcheries, feed 
dealers and feed mills, and processors, as well as to growers. The 
commercial enterprises borrow from banks to acquire and carry in- 
ventories and receivables and to pay salaries and wages. Their 
receivables come from financing other parts of the industry. Dealers 
extend credit to growers; hatcheries and feed mills extend credit to 
growers and dealers; processors extend credit to buyers of dressed 

oultry, and to growers. On the basis of the growth of the poultry 
industry, the supply industries have made considerable capital in- 
vestment. In Mississippi, for example, 14 processing plants and 
66 feed mills have been built to serve the poultry industry. 

Substantial commercial lending is required in the movement of 
cotton. First, country banks make loans to cotton farmers; they then 
finance the ginner pending sale of the cotton to the cotton merchants. 
The merchants accumulate cotton and store it or deliver it to mills 
or for export, with financial accommodation from the larger city 
banks. Other commodities such as peanuts, tobacco, and rice also 
are moved by dealers with the aid of bank loans. 

The manufacture of apparel, particularly men’s and boys’ wear, is 
a leading industry in the Atlanta District States. Over 800 factories 
in this industry are located in small towns in Georgia, Tennessee, 
Mississippi, Alabama, Louisiana, and Florida. Most of them employ 
50 to 100 people. Capital has been supplied locally or from retained 
profits. The bank loans in this industry are largely limited to less 
than 90 days, and are single payment, unsecured; average size is about 
$80,000, but over two-fifths of the loans to men’s wear manufacturers 
average above $100,000. Manufacturers usually sell on terms of 2 
percent discount if paid in 10 days, net amount due in 30 days, with 
extensive future dating of bills. Textile factoring firms often perform 
the collection functions for the mills. 

Much of the textile industry does not require outside financing. 
When short-term financing is required, they frequently depend on 
factoring firms. Some of the Georgia banks supply inventory peak 
loans in participation with city correspondents located in the State. 

The rayon industry in the Atlanta District is concentrated in 2 or 3 
of the 6 active firms. The plants borrow from groups of banks out- 
side the district or from insurance companies. They frequently obtain 
term loans because operations in an industry of such high capital in- 
vestment are steady rather than seasonal. The financial requirements 
are too large for district banks. 

Southern manufacture of farm equipment from local raw materials 
has grown rapidly since the end of World War II. Production in the 
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Atlanta District States is mostly of implements which are adapted to 
local needs. Varying proportions of output are sold under the trade 
names of the national firms in the farm machinery field. Most of the 
southern firms are incorporated, but are small and controlled by local 
manazement. 

Lumber production has been a booming industry in the South 
during the postwar expansion of the construction industries. Generally 
the producers have borrowed from banks only for seasonal needs. 
In Georgia they have borrowed on timber leases, field warehouse 
receipts for lumber, and real-estate mortgages. Loans secured by 
standing timber, which national banks were authorized to make by 
legislation enacted in 1953, have been extended to larger producers 
rather than to farmers. 

The paper industry is a greatly expanded industry built on southern 
raw materials. The industry generally depends on other funds far 
more than on bank loans. Some of its financing in Georgia is through 
term loans of banks, but more is through sale of stock and debentures. 

Southern banks have played a substantial part in financing the 
petroleum industry since proration of production began in the 1930’s 
Since then reinvested earnings and equity capital raised locally have 
become more important than funds from outside the South. Produc- 
tion loans, introduced after proration began, have been made by eight 
large banks in the Atlanta District States, and by some smaller banks 
on a participation basis or jointly with insurance companies. The 
amounts loaned are large, to provide operators with funds for explora- 
tion and development. Lenders do not try to compete against the 
financing sources of petroleum companies that move in from other 
areas. The loans are secured by mortgage on producing properties 
and sometimes on equipment, and do not exceed one-third of the 
anticipated net income from the properties. Most loans are repayable 
in installments over 2 to 5 years, and are renewable. Loans on these 
terms have replaced the older practice of 60-90-day loans that took 
account only of the borrower's financial statement. Some credit also 
is extended to drilling contractors, although they obtain most of their 
credit from oil supply companies. 

A loan to an airline in 1952 was described as proving that “big busi- 
ness no longer has to go outside the South to arrange financ- 
ing * * *’* The loan was originated by 4 Atlanta banks. The 
banks made loans to the extent of their legal limit of $4.5 million, 
and arranged for 25 banks in 5 Southern and 5 other States to take 
$15.5 million. In addition, a group of Atlanta security dealers under- 
wrote $2.5 million of stocks in the airline. 

The chemical industry apparently gets a small part of its financing 
from southern banks. It appears that the larger firms in the industry 
have sufficient equity capital so that they do not need bank financing. 
A discussion of the financial resources of the chemical industry in the 
East South Central States stated that in 1955 the most pressing prob- 
lem in the chemical industries was the inability of small- and medium- 
sized firms to obtain bank credit. They were cramped even on short- 
term funds by inadequate bank credit. They were compelled to 
depend unduly on rescue loans from finance companies, and were un- 
able to take advantage of commercial discounts. Consequently, 
some of the firms resorted to factoring of accounts receivable, chattel 


7 Southern Banker, October 1952, 
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mortgage loans, and finance company credit to increase their operat- 
ing capital. “As long as the company is a going concern,” commented 
the survey, “with a reasonable outlook for growth and expansion, 
there is always some financial agency that can solve its problem." % 
As a result of these methods of financing, the smaller firms had higher 
costs than the larger companies. 

Banks in the South finance some imports from other countries, 
but finance much more of exports, especially cotton. They sometimes 
| act as agents of New York and other banks. The bulk of the loans 
ts on imports are for staples, particularly coffee; and 90 percent are made 

| to large wholesalers. Credit is extended as letters of credit, at a 
commission of one-eighth of 1 percent for each 30 days on the amount 
stipulated in the letter. Financing facilities are not deemed adequate 
for small importers who handle speciality items. 








BANK LOANS TO FARMERS 


Real-estate and non-real-estate farm credit 

Loans to farmers use less of the banking system’s credit-granting 
power than do loans to business or consumers, or investment in Gov- 
ernment securities. In southern banks the total volume of loans to 
farmers is about 12 percent of total loans, i. e., about one-fifth as 
much as loans to business and over one-third as much as loans to 
consumers. Farm loans in the 11 Southern States vary from 4 to 
31 percent of their bank loans. The average proportion of farm loans 
to all bank loans of the South is well above the average for the Nation. 
The difference is due largely to the greater importance of the commer- 
E | cial-loans category outside of the South, especially in the larger cities. 
| In a study of bank lending in places of 15,000 population or less, it 
was found in 1953 that the proportion of farm loans of banks in the 
! Southern States was in most cases somewhat below the average for 
| banks in places of such size throughout the Nation. 
| About three-fifths of bank farm loans in the United States in recent 
years have been obtained from banks with deposits of less than $10 

million. Among banks of such size, there are many that make little 
| or no credit available to farmers, and there are some whose loans to 
farmers comprise about four-fifths of their total loans. The high pro- 
portion of banks that specialize in farm loans suggests that they may 
be particularly vulnerable to adverse agricultural conditions. 

Banks in the United States rank higher among the sources of non- 
real-estate farm credit than they do among the sources of farm credit 
secured by real-estate mortgage. They supply about three-fourths of 
the non-real-estate farm credit and about 15 percent of the farm credit 
secured by real-estate mortgage. Southern banks furnish about 60 
i percent of the non-real-estate credit, compared with 75 percent else- 

where; they supply about 19 percent ofsreal-estate credit, compared 

with 15 percent elsewhere. In the South, the banks’ princ ipal com- ‚| 
petitors are the production credit associations which make a much | 
E | larger part of non-real-estate loans than they do elsewhere. The | 
E Farmers' Home Administratión, which lends to marginal farmers, sup- | 
plies proportionately more of farm credit in the South than in the rest 
of the country. Details for the various Southern States are shown in 
the attached tabulations. 

















$ Industrial and Engineering Chemistry, November 1955, 
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TaBLE 57.—Non-real-estate loans to farmers, by major lending groups, United States 
and the South, Jan. 1, 1955 


[Millions of dollars] 


Farmers' Home Administration 





Produc- | Federal 











Operating tion credit) interme- Produe- 
Area Total banks associa- diate Produc- | tion and | Emer- 
tions credit Total tion and |economic} gency 
banks subsist- emer- | crop and 
ence loans, gency feed loans 
loans 
| 
United States 4,002. 3 2, 933. 9 577.0 58.3 1433.1 346.3 70.5 | 16.3 
South 566.9 342. 8 118. 9 6.7 | 98.6 84.0 12.3 2.3 
Rest of United States 3, 435. 4 2, 591.1 458. 1 51.6 334. 5 262. 3 58.2 | 14.0 
Alabama.. 47.8 31.8 6.9 .9| 83 7.6 .6 | oa 
Arkansas 55. 8 35.5 Фед 7 | 15.4 11.8 3.2 .4 
Florida 44.9 20. 5 16. 5 .6 7.3 5.5 1.6 .2 
Georgia 60. 3 33. 7 15.0 (1) 11.5 10.3 .9 | .3 
Kentucky 76. 1 56. 7 2.5 (1) 6.8 6.0 .81 (1) 
Louisiana 43.3 22.3 2.2 6 8.2 7.4 .41 .4 
Mississippi 54.0 23. 6 12. 3 3.6 | 14.6 12. 5 1.9 | A 
North Carolina 44.3 25. 6 9.5 0 9.2 8.5 | .6 | J 
South Carolina 26. 5 10. 0 8.4 0 8.2 6.7 1.2 | „3 
Tennessee 60. 6 44. 7 10. 5 3 5.1 4.4 .6 " 
Virginia 8 50. 3 38. 4 8.0 0 4.0 3.3 .5 | о 
Less than 0.05 
Source: U. S. Department of Agriculture, Agricultural Research Service.; Agricultural Finance Re- 
view, May 1955, p. 25. 
TABLE 58.—Percent distribution of non-real-estate loans to farmers, by major 
lending groups, United States and the South, Jan. 1, 1955 
Farmers' Home Administration 
Produc- | Federal 
Operating tion credit| interme- Produc- 
Area Total! banks associa- diate Produc- | tion and Emer- 
tions credit |Total tion and jeconomie| gency 
banks subsist- emer- | crop and 
ence loans! gency [feed loans 
loans 
United States 100 73.3 14.4 1.5 | 10.8 8.7 1.8 0.4 
South 100 60.5 21.0 1.2 | 17.4 14.8 2.2 .4 
Rest of United States 100 75. 5 13.3 1.5 9.7 7.6 1.7 .4 
Alabama 100 66. 5 14. 4 1.9 1 17.4 15.9 1.3 | 3 
Arkansas 100 60. 4 12. 1 1.2 | 26.2 20. 1 5.4 vd 
Florida 100 45. 7 36. 7 1.3 | 16.3 12. 2 3.6 | .4 
Georgia 100 55.9 24. 9 (!) 19. 1 17.1 1.5 | .5 
Kentucky 100 74.5 16.4 ( 8.9 7.9 1.1 (1) 
Louisiana 100 51.5 28.2 1 18. 9 17.1 9 .9 
Mississippi 100 43. 7 22. 8 6.7 | 27.0 23. 1 3.5 .4 
North Carolina 100 57.8 21.4 20.8 19.2 1.4 J 
South Carolina 100 37.7 31.7 30.9 25.3 4.5 » 
Tennessee d 100 73.8 17.3 5 8.4 7.3 1.0 E 
Virginia.. 100 76.3 15.9 8. ( 6.6 1.0 .4 
4 


! Less than 0.05. 


Source: U. 8. Department of Agriculture, Agricultural Research Service; Agricultural Finance Review, 
May 1955, p. 25 
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TABLE 59,—Ретсет distribution of real-estate loans to farmers, by major lending 
groups, United States and. the South, Jan. 1, 1955 


Federal agencies 


Indi- 
Federal Life viduals 
Farm |Farmers| insur- and 
Federal | Mort- | Home ance miscel- 
Total land free Admin- laneous 
banks | Corpo- listration| lenders 
| ration | 
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„goure: U. 8. Department of Agriculture, Agricultural Research Service; Agricultural Finance Review, 
&y 1955. 


The purpose of a loan is not always indicated by the fact that it is 
made with real-estate mortgage as security, or with chattel mortgage 
security, or is unsecured. Both non-real-estate credit and a large 
part of real-estate credit have been extended to finance cash-crop 

roduction. The use of real-estate security for bank farm operating 
oans is in part a matter of tradition, and sometimes a matter of 
improving the bank’s security when debt increases in relation to 
equity. 

In addition to direct farm real-estate loans, banks also initiate both 
purchase and refinancing loans that are carried by insurance com- 
panies, either alone or in participation with banks. Sometimes banks 
initiate these loans in order to consolidate outstanding credit. If the 
banks need additional security of a mortgage for further operating 
credit, an insurance company may be persuaded to take a mortgage 
which will refinance outstanding debt and the bank then can continue 
to provide operating credit without real-estate security. Such coopera- 
tion between banks and insurance companies normally applies to 
larger loans for farm consolidation and diversification. 
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1B Bank credit is used not only for crop production but also for adjust- 

| | ment of agriculture to new conditions. About one-third of the 
farmers in the South are using credit in farm adjustments. It has 
been estimated that— 


About 45 percent of the farmers in the Southeast [excluding 
Florida] have been making substantial shifts and adjust- 
ments in their farm operations in recent years. The most 
common: adjustments made are to add grass and livestock 
to the farm's operations, to mechanize farms, and to make 
changes in the type of farming carried on. Other less im- 
portant adjustments being made include the addition of 
new buildings, expansion of conservation farming, and en- 
largement of farms. As farmers have made these changes, 
they also have tended to decrease the production of culti- 
vated crops sold for cash while increasing the production of 
livestock and livestock products * * *. An estimated 76 
percent of the farmers in the South who are making shifts 
and adjustments use credit to help finance such changes. 
The need for credit for this purpose is expected to increase 
during the next few years. 


Adequacy of credit for adjustment 


Considerable evidence seems to point to the fact that farmers with 
limited resources have difficulties in obtaining credit for expansion, 
while those with ample resources have little difficulty in securing 
such credit. 

The increasing farm adjusjments which characterized the period 
following World War II brought into-greater prominence the lack of 
capital and credit. Southern bankers recognized that the develop- 
ment of land-use programs in the individual counties had outstripped 
their ability to finance programs for changing from one crop to more 
diversified farming. A study of a number of larger-than-average loans 
in the Delta counties in Arkansas in 1950 showed that cotton-produc- 
tion loans were predominant, but that a substantial percentage of loans 
were made for adjustments. Loan-application rejections amounted to 
20 percent for applicants who were using the loan in part for machinery, 
while rejections of cotton-production loans were 60 percent, and rejec- 
tions of loans for crops plus livestock were 50 percent. 

Bankers in the Atlanta district found that when they financed 
farm adjustments, farmers’ needs for credit sometimes grew faster 
than the resources of the bank, and rationing of credit became neces- 
sary. The Atlanta Federal Reserve Bank stated in 1951: ‘‘In a sense 
this development seems to reveal an imperfection in the capital 
market or in the structure of banking as it affects agriculture." In 
subsequent years, the city banks have made more agricultural loans, 
and more in participation with the smaller banks. However, credit 
has not been adequate to meet all needs. Among farmers who have 
| been unable to make desired adjustments in the scale and type of 
| their operations, 26 percent have been prevented by inadequate credit, 
| according to opinions of observers surveyed by the Farm Credit 
| Administration in 1955. 
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* Source: Farm Credit Administration; Survey of Credit for Farm Adjustment in the South, preliminary 
report, November 1955. 
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TanLe 61.— Relative importance of factors retarding southern farmers in making 
desirable shifts or adjustments ! 


| | Percent of 

| Percent of | farmers 

| farmers | retarded 
State | retarded | by inability 

| by factors | to obtain 

| not related | necessary 

| to credit | credit 





So JO RM Lis dida Sande P Kc rae ERO WEITERES NETS: 74 


Virginia М Р — — 84 16 
North Carolina.. i | 2 — 83 | 17 
South Carolina ۴ — innt 4 75 | 25 
Georgia : rw а, 66 | 34 
Kentucky r 1 77 | 23 
Tennessee ; ј 76 24 
Alabama à у 63 | 37 
Mississippi 2 ; à | 70 30 
Louisiana Б Е a —— 7 26 
Arkansas. — ELA / ЖЕЗ 72 28 


1 Based on all commercial and part-time farmers. Excludes residential farms. 


Source: Farm Credit Administration; Survey of Credit for Farm Adjustments in the South, prelimi- 
nary report, November 1955. 


The continuing inadequacy of credit may have many explanations. 
But the uncertainty of profit from enlarging and diversifying farming 
and the shortness of the term of loan are often emphasized. 

Many farmers are so uncertain as to the profit to be obtained by 
enlarging and diversifying their operation that they do not undertake 
such projects. Bankers may also be uncertain about the gains and 
thus deny or limit credit. An economist in Georgia has remarked 
that although the lenders in the State do not have resources sufficient 
to finance all the adjustments that are desirable, funds are sufficient 
to finanee the adjustments which farmers are willing to make. He 
remarked, however, that some difficulty was experienced in securing 
loans at the time when the 'y were needed. 

The length of time over which loans are extended is often considered 
to be too short to allow the adjustments to be made. It is frequently 
indicated that commercial banks are reluctant to lend beyond 1 year, 
although loans for 1 year may be renewed and sufficient time to pay 
out the loan may be obtained in this way. The factor of too-short 
term, like that of uncertainty about profit, is closely related to agri- 
cultural price developments. Lower prices reduce net income and 
the money available to pay for machinery. Experience of farmers in 
a very heavily mechanized area, the northern plains, is the basis of 
conclusions which are relevant on this point: 


Among these farms a dollar of machinery expenditures, is, 
as a rule, accompanied by a dollar of net income. The 
machinery dollar can mean as much as $2 in net farm income 
when farm prices are 110 percent of parity, $1 at 100 percent 
of parity and only about half a dollar when farm prices are 
90 percent or less of parity." 


Both inadequate credit for small borrowers and the current practice 
of lending most readily for purchase of good (rather than average 
or poor) land create problems for tenants and for new farmers. Ап 


9? L. H. Bean, in Implement and Tractor, January 1, 1955, p. 30. 
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emphasis on real-estate mortgages for purchase of machinery and 
stock reduces the availability of credit to tenants. Some bankers 
think that. tenants should avoid or minimize investment in machinery 
and stock, in order to build up enough savings to make a one-third 
downpayment on purchase of a farm. Other bankers have worked 
with tenants and owners to develop new tenure relationships in which 
tenants are able to acquire stock and equipment and learn the man- 
agement required for a diversified operation. Part-time farmers have 
difficulty in securing intermediate-term loans for purchase of machin- 
ery and livestock. 

The Secretary of Agriculture in considering the problem of low- 
income farms made specific recommendations with reference to inter- 
mediate-term credit. He urged that this type of credit be increased 
and expressed the belief that the 1955 supply was not adequate. The 
Secretary of Agriculture went on to say: 


Usually when they are avail»bie, they are drawn for repay- 
ment at the end of the year with a general understanding that 
the unpaid portion will be renewed. Loans for equipment, 
livestock, or working capital cannot be repaid in a year. It 
takes time for the increased returns to be realized." 


Another approach to meeting farm credit needs was suggested by 
the Atlanta Federal Reserve bank: 


Bankers need not encourage à movement from farms, but 
they can encourage the development of local industries and 
other employment opportunities that will help awaken 
landlords to the need for a better form of tenancy if they are 
to keep the manpower necessary to operate their farms * * * 
other steps that bankers can take in regard to their lending 
policies: discourage borrowing by tenants who come in each 
year for a little crop loan but make no financial progress, and 
encourage borrowing by tenants who work under an arrange- 
ment that gives them all the possibilities of diversification 
and accumulation of personal property that are open to 
landowners.” 

HOUSING CREDIT 


Credit secured by urban residential real estate accounted in 1954 
and 1955 for a significant proportion of total bank loans in each of 
the Southern States. The State banks have a long history of real- 
estate lending. The national banks entered this field only after 1913, 
and have been subject to-more restrictions, with respect to amount of 
loan and maturity, than the State banks. The relative importance of 
such loans varies among the 11 States and ranged between 10 and 23 
percent of the total loans of all banks. These loans constitute a 
substantial percentage of all loans in the very small banks, and amount 
to as much as one-fifth to one-third of loans made by banks with 
deposits of $10 million or less. In addition to mortgage credit, the 
banks extend without mortgage security a sizable volume of credit to 
construetion firms and real-estate firms. Commercial banks provide 

Secretary. of Agrieulture;.. Agriculture’s Human Resources, A Report on Problems of Low Income 


Families, 1955, p. 24. 
12 Atlanta Federal Reserve Bank Monthly Review, June 1953. 
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less real-estate credit on home mortgages than is extended by the other 
two principal savings institutions, the savings associations and in- 
surance companies. 

Real-estate mortgages held by banks are shorter term than those of 
the other institutions. In part, the shorter term is accounted for by 
the restrictions of the National Banking Act. It may be due also to 
the fact that much of bank mortgage lending is to supply funds for 
purposes other than purchase of residences. 

The banks' real-estate loans depend to some extent on the activity 
of mortgage bankers or real-estate firms who “originate” mortgages, 
and on the insurance companies’ willingness to provide more per- 
manent mortgage money. The shorter term bank loans in turn 
facilitate or make possible mortgage lending by other institutions, 
such as insurance companies. 

Secured construction loans in June 1950 ranged from 1.4 percent to 
26 percent of bank loans in the different States of the South. The 
lowest percentages in the South occurred in some States in the Rich- 
mond and St. Louis districts. The construction loan may be made 
as frequently, but is less often secured by real estate, in those dis- 
tricts and is counted as a commercial and industrial loan when not so 
secured. The St. Louis Bank Monthly Review has stated that 
builders typically get their construction loans from banks and their 
permanent funds from insurance companies or savings and loan 
associations. The banks in the St. Louis district may make con- 
struction loans, as they also make farm loans, more frequently with- 
out security of a mortgage than is the practice farther to the south 
and east. 

Most bank loans on residential real estate in the Southern States 
are secured by mortgages on 1 to 4 family dwellings. Eighty percent 
or more of the loans were so secured in 1950, except in Alabama, 
Florida, and North Carolina. The remainder of bank loans secured 
by residential real estate were for dwellings to house five or more 
families, for temporary construction loans, and for “interim” financing 
of other real-estate lenders. 

The conventional loan is more important among bank residential 
real-estate loans in the South than for the country. These loans now 
(as is common through the United States) are amortized rather than 
straight loans, "The percent of outstanding amortized bank loans in 
1950 ranged from about 60 percent in Kentucky and Mississippi to 
70 to 75 percent in Georgia, Arkansas, the Carolinas, and Tennessee, 
to 75 to 80 percent in Alabama, Florida, Louisiana, and Virginia. 

The significance of the use of amortized rather than straight loans, 
te h as were most common in the 1920’s, is fourfold: 

. The lending power of the bank constantly is restored by regular 
repay ments of prine ipal as well as payment of interest. 

The borrower’s regular payments meet interest requirements and 

reduce the face value of the loan more than in proportion to the declin- 
ing value of the assets represented. 

The borrowers have only to meet their monthly payments, and 
— — of the credit does not depend on the financial condition 
of the lender. In the 1920's the borrower faced the possibility of 
being required to pay off the full amount of à 3- to 5-year straight 
mortgage if the lender's financial condition made him unable or 
unw illing to extend the loan. 
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4. Variations in credit terms can be used to reduce monthly pay- 
ments thereby decreasing the resistance of buyers with regard to price. 

Conventional mortgages average much smaller in amount than the 
FHA-insured and VA-guaranteed mortgages. The National Banking 
Act (until the summer of 1955) required amortization payments to be 
sufficient to repay at least 60 percent of the loan within 10 years. 
In 1950, the average FHA and VA loans were as large in the South as 
elsewhere. But conventional mortgages were on an average only three- 
quarters as large as elsewhere. 

The second mortgage was not used more widely in the South than 
elsewhere in 1950. More recently the volume of second mortgages has 
expanded rapidly. Whether currently this type of mortgage is being 
used more or less in the South than elsewhere is not established. 

Whether commercial banks outside the area buy mortgages in the 
South is not disclosed from the available loan data. However, a study 
made for the Housing and Home Finance Agency of the Jacksonville 
mortgage market in 1950 indicated that outside commercial banks did 
not buy mortgages in this area. Outside money comes from insurance 
companies and savings banks. 

The bank lender is relatively less important than the insurance 
company and the local savings association in the residential credit 
market in the South than in the rest of the Nation. 

The principal periods of growth of residential real-estate lending 
occurred between 1945 and 1950 and since 1954. The slower growth 
from 1951 to 1953 was accounted for in part by the fact that some 
banks in the South were drawing near their legal limits on real-estate 
loans. Slower growth was accounted for also by direct controls on 
building and credit, limitation of FNMA operations, and increases 
in Government bond yields. The last factor was most significant 
in affecting the low interest-yielding FHA and VA loans. When 
Government bond yields increase and corporate bond yields rise with 
them, such fixed interest obligations as FHA insured and VA 
guaranteed mortgages become less attractive and lenders consequently 
reduce the money available for such loans. A noticeable leveling out 
of bond holdings and some reduction in residential real-estate loans oc- 
curred in most Southern States during the 1951-53 increase in bond 
yields. 

During and after 1953 these restraining influences were modified or 
removed and controls were eliminated. Banks raised their interest 
rates on time deposits to compete for funds. The increase in time 
deposits allows banks to make more real-estate loans because bank- 
ing laws restrict real-estate loans to a certain percentage—60 percent 
in the national banks—of their time deposits. Bond yields in 1954 
dropped to less than 3 percent and mortgage loans became more 
attractive. 

Savings institutions extended their loans in 1955 and 1956 to the 
point that some were basing their loans on anticipated future inflow of 
savings, and on borrowing from commercial banks in order to make 
their loans. 

As in other forms of bank credit, real-estate loans have risen in 
recent years relatively more rapidly in the South than in the rest of 
the country. During the decade ending June 30, 1955, real-estate 
loans made by insured commercial banks on residential properties 








SELECTED MATERIALS C/N ECONOMY OF THE SOUTH 65 


'rew more rapidly in 8 out of the 11 Southern States than in the 
Inited States as a whole. 


TABLE 62.—Real-estate loans of insured commercial banks on residential properties 
in the United States and the South, June 30, 1945, and June 30, 1955 


[In millions of dollars] 


June 30, 1945 | June 30, 1955 | Percentage 
increase 


—— — —— — 


United States > 
Rest of United States 
South à 
Alabama 

Arkansas 

Florida 

Georgia 

Kentucky 

Louisjana 
Mississippi 

North Carolina 
South Carolina 


| 
3, 14, 957 
2. | 13, 886 | 
214 | 1, 071 
{ 73 | 
34 | 
122 
121 | 
120 | 
97 
33 
| 88 | 
" 37 | 


l'ennessee | um к р: 19 | 99 | 
Virginia — — се у 64 | 247 
| 


Source: Federal Deposit Insurance Corporation; Reports on Assets and Liabilities. 


CONSUMER CREDIT 


Consumer credit represents a great break from the older philosophy 
of bank credit, namely, that commercial bank credit should be 
extended only for short-term self-liquidating productive purposes. 
An increasing number of bankers began to break with tradition and 
to extend consumer installment credit when they had successful 
experience lending to finance companies that made consumer install- 
ment loans, and when they gained experience with repair and 
modernization loans insured by FHA (title I). 

Bankers not infrequently state that they have had more favorable 
experience with this sort of credit during periods of business con- 
traction than with any other loans. "This experience appears to be 
in contrast to fears that excess consumer debt will be accumulated 
and will result in mass default during any appreciable increase in 
unemployment. 

A large volume of consumer credit has been granted by southern 
banks for automobile purchases. Automobile loans accounted on 
June 30, 1955, for almost a fourth of the total consumer credit extended 
by insured commercial banks. Automobile installment credit is more 
important to the smaller banks than to the larger. Total registrations 
of automobiles increased between 1941 and 1954 by 72.3 percent in 
Arkansas and 157.1 percent in Florida, with the rest of the South 
coming in between these extremes. Arkansas was 18th in rank 
among all the States in percentage increase in registrations. Stated 
another way 11 of the first 18 States in rank of relative increase in 
auto registrations between 1941 and 1954 were the Southern States. 

In most of the South, automobile and other consumer credit con- 
stituted in June 1955 more than a third of all bank loans. The banks 
have become the most important source of consumer credit. Only in 
Louisiana and Mississippi are consumer loans a smaller percentage 
of total banks loans. In both States and in Kentucky, auto loans 
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are & comparatively small part of total loans; in Mississippi install- 
ment cash and single-payment cash loans are relatively less important 
than in any other Southern State. 

The proceeds of many of the loans to individuals are used for busi- 
ness purposes. Estimates have been made by the Federal Reserve 
Board staff that, for the entire United States, 5 percent of automobile 
loans, 20 percent of repair and modernization loans, 15 percent of cash 
installment loans, and 55 percent of single-payment loans, should be 
considered as business rather than consumer loans. Estimates for 
the South are not available. However, these percentages have been 
used in the preparation of table 63 showing the distribution of con- 
sumer loans in the South as compared with the United States. 
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Consumer loans are extended by all banks, but not every bank 
extends installment loans. The country banks and the moderate- 
size city banks are frequent installment lenders and use a larger 
proportion of their deposits for this purpose than do larger banks 
with deposits over $100 million. In cities below 15,000, consumer 
installment loans are a smaller part of total bank loans. Southern 
banks in communities with a population of less than 15,000 persons 
make a larger part of their total loans to consumers on installments 
than banks in cities of comparable size elsewhere. 

The principal competitive adjustments in consumer credit are in 
length of term and size of downpayment. These factors are the 
effective instruments for limiting or expanding the volume of credit. 
The banks have greater latitude with consumer credit than with real- 
estate credit in adjusting rates and terms. 

The available data do not indicate the proportion of the population 
of the South currently owing installment debt and what the turnover 
rates are on such debt. Such data are important since there exists a 
danger of overextending consumer credit. Some calculations indi- 
cating the significance of expanding consumer credit have been sug- 
gested by the Philadelphia Federal Reserve Bank. The sale of cars 
on terms of one-quarter down and 36 months to pay results in the 
buyer having no equity before the end of the first year. After allow- 
ing for depreciation, sale of a house on no downpayment and 30 years 
repayment results in no equity for 9 years. Liberal terms tend to 
encourage overindebtedness with possible losses to both lender and 
borrower which may result in weakening the foundations of economic 
stability. Since consumer credit is more important in the banks of 
the South than in many other regions and has risen during the past 
decade more rapidly than in the rest of the United States, the dangers 
of overindebtedness may become relatively greater in the South. 


SELECTED MATERIALS ON ECONOMY OF THE SOUTH 


TABLE 64.—Consumer loans of insured commercial banks to individuals in the 
United States and the South, June 30, 1945, and June 30, 1956 


[In millions of dollars] 


| Per- || | Per- 

















| 
Б 30,June 30,| cent- || June 30, June 30,| cent- 
Area | 1945 | 1955 age || Area 1045 | 1955 | age 
| | їпсгеазе | | increase 
| | | 1945-55 | | | 1945-55 
| | | 
| | З ае р s.m ilk —— | desc got 
United States...... | $2, 108 ($16, 333 | 675 || Kentucky.. | $32 211 | 559 
RR rui ecd E 2,494 | X 723 || Louisiana... d 19| 175| 821 
Rest of United States....| 1,806 | 13,839 666 || Mississippi. .............] 9 | 83 | 822 
BON ا‎ aia 20 182 810 || North Carolina...... вај 49 326 | 565 
ANN. оньсон 13 92 608 || South Carolina......... 7 95| 1,257 
ППИ ааа 13 313 | 2,308 || Tennessee........... 47| 34 632 
Бе баране 28| 30| 01 | Угеііа.......---------] 60] 374 467 
ipanaa AAA о инь 


Source: Federal Deposit Insurance Corporation; Reports on Assets and Liabilities. 
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THE COST OF MONEY 


The cost of borrowing money is high in much of the South. This is 
indicated by interest rates on bank loans and on municipal bonds, and 
by the discounts at which mortgages sell in secondary markets. The 
interest rates and lenders’ desire for diversification encourage the 
movement of loan funds from banks and other lending institutions of 
other areas into the South. The broader question whether money 
costs too much or too little for sound development of productive 
enterprises and for consumer acquisition of durable goods, is not 
answerable from interest rate data alone. The interest rate is only 
one of the major factors determining the cost of borrowing money. 
A comparison of interest rates charged in two areas does not fully 
measure the cost of credit. The length of term of the loan, the prompt- 
ness.with which it is made available, and the extent to which the lender 
bears the cost of insurance and of processing the loan are important 
additional factors. The size of deposit which the borrower is required 
to hold affects the cost actually incurred on bank loans. Southern 
bankers are said to have become less exacting in recent years in their 
deposit requirements, and more liberal in allowing prepayment of 
loans, especially in dealing with farmers. 

Data on bank earnings from interest on loans, in relation to average 
loans outstanding, are useful for measuring regional differences in 
rates of interest. Such information is available for all member banks 
of the Federal Reserve System, and for all insured commercial banks— 
member and nonmember. 

Federal Reserve member banks in cities which the Federal Reserve 
System designates as “Reserve cities” include many. of the largest 
banks in the South. They are the banks which would be expected to 
provide most of the bank loans for the urbanization and industriali- 
zation of the area. 

The loans of Reserve city member banks, however, are less than 
one-third of the total for all banks in the South. A broader picture 
of bank interest earning rates is obtained from data for all Federal 
Reserve member banks. Many State banks are not included in this 
group; but the banks that are included made about 73 percent of all 
southern bank loans in 1955. Average interest earnings on loans of 
all member banks are higher than interest earnings on loans of Reserve 
city banks. Interest earnings rates of the Atlanta district banks are 
exceeded in 1 nonsouthern district, when comparison is made of all 
member banks, and are exceeded by 2 nonsouthern districts when 
only Reserve city member banks are compared. Interest earnings 
rates on loans of banks in the Richmond district are exceeded by rates 
in 3 nonsouthern districts when all member banks are compared and 
by 4 nonsouthern districts when comparison is made of Reserve city 
member banks. Banks in the St. Louis district earn interest at rates 
that are exceeded in 5 nonsouthern districts when all member banks 
are compared ; and their rates are exceeded in 8 nonsouthern districts 
when Reserve city banks are compared. 
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TABLE 65.—Rates of earnings on loans, Federal Reserve member banks, Reserve cilies, 
selected years, 1948—55 











[Percent] 

District | ума 19560 | 1952 | 1984 1955 

—— —À —M pee —— Ln — — — ыы _ - — — — — — ~ 
бн с а и 3.0 | $. 36 3. 79 | 4. 08 ; 
» —— — — — — — о. e. x 0 р 4. 06 
BN PUDE. oed asdztto SEP pereat eoo 3.7 | 3. 93 4. 53 4. 83 | 4. 93 
FREUEN IA А | 3.2 | 3.7 4. 14 4. 43 4. 46 
Суб re nre Ee EE eder iR L| 3.2 | 8.61 3. 95 4.32 | 4.34 
Richmond !..... SIS dicibus 3.6 | 3.94 4. 25 4. 73 4.57 
Atlanta EK otio He 3.8 4. 29 | 4. 65 4.88 | 4. 83 
СИКО... нефе фен 3.8 4. 24 4. 49 4. 70 4. 72 
St. Louis? ........ 3.2 3. 58 4.05 4. 20 4 19 
Minneapolis рекам Уф | 3.3 8. 85 4. 39 4. 66 4. 63 
Kansas City ...... 3.6 3.85 4.31 4.41 | 4. 54 
Dallas а م‎ edd 3.6 3. 96 4.28 4.43 4. 55 
San Francisco............ 4.5 5. 00 5.13 5.32 5.27 





! Includes following cities in the South: Richmond and Charlotte. 
3 Includes Atlanta, Birmingham, Nashville, New Orleans, and Jacksonville, 
* Includes the following cities in the South: Little Rock, Memphis, and Louisville. 


Source: Board of Governors of the Federal] Reserve System; Federal Reserve Bulletin, May 1949-55 
TanrEÉ 66.— Rates of earnings on loans, Federal Reserve member banks, by Federal 


Reserve district, selected years 1948-55 


[Percent] 








District 1948 1950 1952 1954 1955 

; ЗОВИ со 22 4241444 3.8 4.15 4. 50 4. 73 4.74 
New York...... 2.9 3. 20 3.74 4. 01 $. 1 
Philadelphia 4.1 4. 45 4. 70 {. 89 $ 94 
Cleveland... 3.9 4 20 4. 42 4.70 { 
Richmond K 4.4 4. 67 4. 94 5. 21 5.22 
Atlanta. ... 4.4 4.82 5.18 5.32 5.37 
Chicago........ 3.7 4 06 4. 40 4. 59 4. ( 
St. Louis....... 3.8 4.24 4.63 4.75 184 

y Minneapolis 4.3 4. 70 5. 09 5.23 | 

Kansas City 4.5 4. 71 5. 03 5.11 2 
Dallas 4.6 4. 86 5. 14 5. 03 s 
San Francisco. ....... 4.7 5.09 5. 25 42 





Source: Board of Governors of the Federal Reserve System; Federal Reserve Bulletin, May 1949-55 





TABLE 67.— Average rates of earnings on loans and discounis, all insured com- 


mercial banks in the. South, 1954 











| Rate earned on loans, 1954 All banks Nonmember banks 
| (percent) | 
SEMANA» Florida. 
63584209... 71321» ` $ i Alabama, Georgia, Virginia 
6.0 to 6.19 KC ад : i * К Louisiana, South Carolina, Ten 
| nessee, 
$ ВОРА, ودی ی ھی ی ا ی‎ Eos 
t 5.6 to 5.79...... . - Alabama Arkansas, Kentucky. 
; 5.4 to 5.59_.....2..2-.4-...-.--.-.| Florida, Georgia, South Carolina, | North Carolina. 
i Virginia. 
| 594 56.202. 22222. ЫТ: . | Arkansas, Mississippi, North Car- | Mississippi. 
} olina, Tennessee, 
; | нь | Kentucky, Louisiana 
Source: Federal Deposit Insurance Corporation. 
| | Earnings rates on loans of nonmember banks are higher than those 
| of member banks. All nonmember banks in the United States earned 
| | an average of 5.78 percent on loans in 1955, while State member banks 
| earned 4.50 percent and national banks earned 4.87 percent. Non- 


£. member banks play an important role in the banking structure 
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of the Southern States. In Mississippi, for example, nonmember 
bank loans total about one-third more than loans of member banks. 
In North Carolina, the total of their loans is over two-thirds as much 
as the loan total for member banks. In Tennessee, nonmember bank 
loans are about one-third as large as the total of loans made by 
member banks. 

The average interest rate earned on loans by all insured commercial 
banks in the South, including nonmember as well as member banks, 
is higher than the average for the United States. Within tne South, 
as elsewhere, interest rates on loans vary among banks. Some banks 
charge approximately the legal maximum, while others commonly 
adjust their rates with the size and quality of the loan. 


Tarte 68.—Ratio of interest earned on loans to average loans outstanding of 
insured commercial banks in the South, selected non-Southern States and the 
United States, 1955 


Southern States: | Selected non-Southern States 
ТОО ааа 5.16} and United States: 
Kentucky 5. : | Illinois 
| Wisconsin 4 
Arkansas. ....... . 5.3060 Pennsylvania . 84 
Mississippi E 2 5. 45 ТОА ЕЕ 5. 01 


4. 07 
} 
4 
5 
Tennessee . ......-..- 5. 57 | California 5. 04 
5 
5 
5 
5 
4 


. 64 


ЕД 
North Carolina 5. 34 


ООВ: дык o. 5. 58 | Minnesota 5. 06 
5. 38 

. 38 
5. 43 
i . 78 

Rates differ among tvpes of loan, and for loans to different bor- 
rowers. On business loans, for example, member banks in the 
Richmond district showed (on loans outstanding at the beginning 
of October 1955) average rates of interest ranzing from a low of 3.85 
percent on short-term loans to corporations, extended by banks with 
deposits over $250 million, to a high of 7.28 percent on long-term 
loans to unincorporated businesses, extended by banks with $2 million 
to $10 million of deposits. 

Interest rates fluctuate from year to year. In the southern districts 
the year-to-year changes have been greatest in the Atlanta district 
followed by the Richmond and St. Louis districts. Not only are 
interest rates higher and more fluctuating in the Atlanta district, but 
the losses on the loans are greater than in the other southern districts. 
However, in a number of recent years, until 1953—54, losses on loans 
in the St. Louis district were similar to those in the Atlanta distriet. 
Losses on loans in the Richmond district have been much smaller. 
Federal Deposit Insurance Corporation appraisals of banks assets 
from 1942 to 1951 indicated that substandard loans were more com- 
mon in the South than on the average for the whole Nation. Sub- 
standard assets in 1951 ranged from two-thirds of 1 percent to slightly 
over 1 percent among the States of the South, with a national average 
about one-third of 1 percent. 


Florida о EY Oregon 
Virginia. . : Бе MN NN Indiana 
South Carolina. ... -- meet Michigan 


Alabama. а о б] United States. 


LIFE-INSURANCE COMPANIES 


The life-insurance companies play an important role in the flow of 
funds between the South.and the rest of the United States. This is 
indicated by the fact that branches of national companies with home 
offices in the mid-Atlantic and Northeastern States do more business 














| 
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than local companies in the South. In the Atlanta Federal Reserve 
District, local companies do about 40 percent of the life-insurance 
business as measured by premium collections, and national companies 
write the balance. The assets of life-insurance companies domiciled 
in the South constitute a small part of all life-insurance assets; but 
their proportion is growing. In the period 1929-52, the assets of 
companies in the South Atlantic States grew from 2 to 3 percent of 
the national total; and their share of outstanding insurance increased 
from 3 to 5 percent. The ratio of insurance premiums to personal 
income is about the same in the South as in the rest of the country, 
but the concentration of low incomes in the area leads to purchase of 
small policies. The age distribution of the population accounts in 
part for the low total volume of insurance written. 

The investment policies of local companies differ from those of 
national companies primarily in the greater relative importance of 
mortgage loans. Mortgage loans constitute 46 percent of the assets 
of southern companies compared with 31 percent for the entire 
industry. Local companies in the South and elsewhere tend to be 
restricted to local areas in mortgage lending because of the expense of 
credit investigation on widely scattered mortgage loans. Insurance 
company mortgage loans on urban residences are very important to 
the South; more of real-estate mortgages in this area than for the 
Nation come from insurance companies. Mortgages have grown 
to second rank among national companies’ assets since the end of 
the war, and have grown more rapidly than any other asset. They 
increased to more than 4 times their former size from 1945 to 1955 
and now total 3 times as much as Government securities. 

As of January 1955, insurance companies held $304 million of farm 
mortgage debt in the South Atlantic and East South Central States, 
out of a total of $1,435 million farm mortgage debt in the South. 
The role that life-insurance companies play in the farm real-estate 
market varies among the several States of the South and generally is 
lower than in the United States as a whole. In 1955 the companies 
held between 41 percent of all farm mortgages in Arkansas and 
7 percent in South Carolina. The comparable percentage in the other 
9 States varied between these extremes. 

Industrial bonds held by all insurance companies in 1955 were over 
9 times as great as in 1945. Public-utility bond holdings almost 
tripled in the same period. The two together exceeded mortgages, and 
were more than one-third of all assets. Industrial stocks in 1955 were 
more than 3.6 times their 1945 level, but amounted to only 4 percent 
of assets. Local southern life insurance companies, according to the 
Atlanta Federal Reserve Bank, largely confine their investments to 
the purchase of public utility and railroad bonds and securities of 
large firms which are marketable. In addition, the bank stated: 


Even though results are still small, a few southern com- 
panies are making strides in filling the long-term capital 
needs of small, local industrial firms and are developing per- 
manent lending programs in this area. In general as dis- 
trict life-insurance firms grow and pass from closed to public 
ownership, a greater specialization and emphasis on the 
investment aspects of the business will undoubtedly produce 
more interest in capital lending to the small, local industrial 
firms. District life-insurance companies should find im- 





— —— 
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portant advantages in building up their business with these 
industrial borrowers to whom they can give the close atten- 
tion that capital credits usually involve." 


The following observations are pertinent to the growth of life- 
insurance companies in the South: 


The past record of the better-operating life-insurance 
companies, especially through the South, has been one of 
almost phenomenal accomplishment. Several of the com- 
panies show, over a period of 12 years (1940—52), increase 
in value of as high as 40-for-1 * * *. During the past 2 
years, several of the companies have more than doubled in 
market value, and vet the stocks are selling in line with 
stocks of some of the national companies on the ratios of 
percentage of book value to market value and times-earnings 
ratio. The record of these companies as a whole proves to 
the investor that they have indeed been excellent growth 
investments * * *. In looking over the records of the 
various companies in the South, we find that in the majority 
of cases these companies continue to pay approximately the 
same dividend rate in cash after a stock dividend payment 
as they did before. Therefore, over a period of a few years, 
your cash yield on your original investment has advanced to 
a point where it is actually im line with those companies 
which pay 5 to 7 percent m cash * * * the record of one 
company shows at the end of a 12-year period an average 
cash yield of 11.4 percent on the original investment. * * * 


National insurance companies increased their investments in the 
South Atlantic States by $4.5 billion from 1939 to 1952, and $1.2 
billion of that amount went into industrial bonds and stocks of com- 
panies in the region. 


Judging from past performance, the leading hfe companies 
of this country have no hesitation in participating in the 
finaneing of the industrial expansion of the South Atlantic 
region." 


ndustrial financing constitutes one-quarter O e national life- 
Industrial f titut juarter of the national lif 
insurance companies' investments in the South, and over one-half in 
the country as a whole. 

The investments made by life-insurance companies apparently de- 
pend on the magnitude of the loans desired and the size of the com- 
panies requesting loans, as well as on current interest rates on different 
investments. Policy as to size of loan affects the geographic distribu- 
tion of insurance company lending; a concentration of farm mortgage 
lending in the Corn Belt States is consistent with insurance company 

Ire xu 
preference for loans of substantial size. Investment in Corn Belt 
farms is several times as large per farm as investment in southern 
farms. Costs and interest rates are said to be the most important 
factors governing investment. 

Although some local insurance companies tend to identify 
themselves with a region and seek loans in States where they 

3 Atlanta Federal Reserve Bank Monthly Review, September 1955. 

4 Investment Dealers Digest, February 11, 1954. 


13 Industrial and Engineering Chemistry, November 1955. 


80131—56-——6 
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P J— sell insurance, most companies do not deliberately allocate 
| investment funds according to geographical boundaries, 
choosing instead to invest іп the highest yielding asset of 
the moment, regardless of location. Some limit to this 
principle arises in the case of mortgage investments where 
elaborate systems of loan correspondents are necessary to 
originate and service loans and consequently where sharp 
changes in allocations cannot be made easily. Even here, 
however, changes do take place, as quotas for correspondents 
are revised between budget periods. On the other hand, 
most other investments by both local and national companies 
are made almost entirely on the basis of relative attractive- 
ness to the lender.'* 


There are some modifications of these principles. According to a 
E spokesman for the New York Life Insurance Co., the representatives 
| | of his organization— 


* * * try very sincerely where we can to put out funds in 
the area from which they are derived. In other words, if 
we could get the best price im California, we wouldn't put all 
of our mortgage money in California." 
The result of all these considerations has been favorable to the South 


from the standpoint of volume of investment funds. For the States 
covered by the Atlanta Federal Reserve District: 





* * * the figures show that the out-of-district States life- 
insurance companies put more dollars back in district States 
than they take out. They paid death benefits and енй 


| in mortgages and utility and municipal bonds in the 2-ye: 
period in the amount of $1.2 billion in district States, whereas 
5 Y they received only about $1 billion in premiums from district 
i] States.!* 

Life insurance company loans in the South are largely mortgage 
loans. Most of the mortgazes bought are FHA insured or VA guar- 
anteed. 

| The insurance company purchases of insured and guaranteed mort- 

B | gages were reduced in 1952 after those mortgages had begun to sell at 

È | а discount in the secondary market. They required conventional 

| mortgages, at higher rates, to be pac 'kaged with insured and guaranteed 
mortgages. Government securities and corporation bond yields had 

LES become more attractive. The insurance companies could net as much 

B. from corporation bonds as they could gross from FHA and VA mort- | 


gages. Lower bond yields brought a margin of at least 1.25-1.50 per- 
cent between Government bonds and FHA and VA rates, from the 
latter part of 1953 until late 1955, and the insurance companies came 
back into the insured and guaranteed mortgage market. 

In the secondary markets, in which insurance companies both buy 
and sell, insured and guaranteed mortgages in the South were selling 
at discounts in 1953, 1954, and 1955. FNMA purchases in secondary 
markets were at the smallest discount in North Carolina, Virginia, 
Tennessee, and Georgia. Purchase prices were the same in those 

% Atlanta Federal Reserve Bank Monthly Review, September 1955. 


7 United States Senate, Committee on Banking and Currency; Mortgage Market Hearings, 1955, p. 97. 
18 Atlanta Federal Reserve Bank Monthly Review, September 1955, 
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States as in such markets as the District of Columbia, New Hampshire, 
Vermont, Wisconsin, and Indiana. "The prices for Louisiana were on 
the same schedule as Montana, Nevada, North Dakota, and West 
Virginia. The prices for Alabama, Arkansas, Florida, Kentucky, 
Mississippi, and South Carolina were on the same sc hedule as Maine, 
Michigan, Minnesota, Utah, and Washington. FHA appraisal of the 
market was that discounts.in the South were greater than in other 
regions in late 1955, except in the Southwest and West. VA appraisal 
of the secondary market was that discounts were less in the East 
South Central and South Atlantic States than in the East North 
Central and Pacific States. 


SAVINGS AND LOAN ASSOCIATIONS 


Savings and loan associations are active in the South. Their 
savings capital is greater than the time deposits of banks in Florida, 
Kentucky, and South Carolina, and of about the same size as time 
deposits in Georgia and North Carolina. Their total assets vary from 
State to State and range between 10 to 35 percent of the total assets 
of commercial banks in the various States. 

About two-thirds of the 6,000 savings and loan associations in the 
United States are members of the Federal home-loan bank system, 
and in 1954 they held over 95 percent of the $32 billion in assets held 
bv all the associations. Insured associations numbered 3,433, and held 
$28.4 billion assets at the end of 1954. The members of the system 
can borrow on terms up to 10 years from the home-loan banks. 
Liquidity to meet withdrawals thus is available. The insurance of 
associations by the Federal Savings and Loan Insurance Corporation 
is not designed to provide liquidity but to insure the safety of the 
deposits in the event of failure of the association. Proportionately 
more of the associations are federally chartered and insured in the 
South than in the rest of the country. Their assets of $4.3 billion 
were in 1954 just over 14 percent of the national total. 

The savings made in the associations in 1954 and 1955 apparently 
remained longer in southern associations and less were withdrawn in 
the South than on the average for the country. The net inflow—new 
savings capital less withdrawals—of associations was higher in the 
South than in the rest of the country. One-third of the net inflow in 
insured savings associations in the South was accumulated during 
recent years by associations in Florida. 
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TABLE 69.—Net in юа savings,! federally insured savings and loan associations, 
"nile States and the South, 1954 and 1955 





Net inflow of sav- 
ings as percent of 


| Net inflow of sav- 
| ings (millions of 














Area | dollars) | new savings 
| 

| 1954 | 1955 1954 1 1955 

—————————————————————s—t4KM O РГ “= ەنا‎ ейн 
United States... P TE E POET | 415.8 | 4,549.3 ay 40.0 | 36. 3 
Mh. ое ара Брај л Gb MS ма 44.2 | 39. 2 
Rest of United States....................... еа 3, 454.0 | 3, 794.8 | 39.3 35.8 
Alabama.......... ~ VIEN PU pein bebe Sol 29.7 | 34. 1 | 50. 1 45.0 
Arkansas....... soh је на ЫАЛ он И 17.0 | 21.1 | 50.3 | 49. 4 
PEN њом ки aciei | 233.6 ! 263. 5 | 41.0 36. 5 
О са ааа Tues | 69. 9 71.5 | 43.5 38.1 
BEND o Loo ас а Бена ыо ани: 48.2 50.7 | 49.8 44.3 
SGA SS О Ма: r — 53.8 | 60. 6 | 46. 6 43.5 
Mississippi. ........ а و‎ 19. 7 25.2 | 53.9 | 52.9 
а — — isset 75.6 | 86.1 | 40:6 | 38.0 
ОА ی ا‎ 44.5 | 48.1 | 45.9 | 41.5 
Пе а је ова е 3 55.6 | 50.6 | 47.2 37.6 
O 5: EO Lee Eka 50.2 43.0 ! 47.1 | 86. 6 





1 1New savings capital less withdraw eg 
Source: U. S. Home Loan Bank Board. 


The savings are used for construction and purchase of new single- 
family homes, and for modernization, refinancing and other purposes. 
The associations take a first lien on new homes; the lien may be up to 
80 percent of the appraised value, and amount to as much as $20,000, 
for a period of 20 years. They also make straight loans for not over 
5 years, and at a lower percentage of appraisal. Multifamily and 
business property also may be security for loans, in an amount. not 
to exceed 15 percent of capital. 

Construction loans accounted for over one-third of loans made in 
1954 by all the insured associations in the Southern States. Home 
purchase loans accounted for 31 percent, and other loans accounted 
for 34 percent of their total loans. "The greatest variation among the 
States occurs in the proportion of construction and home purchase 
loans. Construction loans varied between one-fifth of the total in 
Kentucky and 46 percent in South Carolina, while home purchase 
loans accounted for one-fifth of the loans in Florida and for over one- 
half of the total in Kentucky. 

трба and loan associations in the South make conventional 
loans—i. loans without insurance or guaranty by an agency of 
the Federal ‘Government—to a larger extent than savings associations 
elsewhere. Generally over 80 percent of loans in the South were 
conventional loans—the highest percentage was 88.6 in Alabama, a 
State where interest rates are geaerally high. The lowest percentage 
of conventional loans and highest VA and FHA loans were in 
Arkansas, Mississippi, and Tennessee. 

The average interest earned on mortgages in 1954 ranged from 4.5 
to more than 5 percent. These figures are based on year-end holdings 
of mortgages and understate the interest charge because of the growth 
of holdings during the year. The rate of dividends on capital was 
generally around 3 percent. 
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AGRICULTURAL COOPERATIVE AND GOVERNMENTAL LENDING AGENCIES 





Farm credit is supplied by cooperative lenders under supervision of 
the Farm Credit Administration. It is supplied also by the Farmers' 
Home Administration, using Federal Government funds. The co- 
operative lenders are competitive with banks and insurance com- 
panies. Тһе Farmers’ Home Administration is authorized to supply 
credit to farmers who cannot meet the standards set by profit insti- 
tutions and cooperative lenders. Loans are made directly, or bank 
loans are guarar teed by this agency. 

Studies of the operations of these lenders emphasize the following 
points: 

1. Loans to farmers for adjustment of production methods and 
types of farming to fit current technological, cost, and price de- 
velopments have contributed to increasing income and net worth. 

2. A substantial number of loan requests are rejected because 
the farmer does not have enough equity. 

3. A substantial number of loan requests are rejected, and 
others are never formally made, because the Farmers’ Home Ad- 
ministration has not enough money to meet loan demands. 

4. Some loan needs are not met because they require money 
for a length of term exceeding the lender’s authorized maximum. 

5. Loan requests are far less in number and amount than would 
be presumptively indicated by studies showing the number and 
condition of low-income farmers. 

6. Only a fraction of farmers have made “adjustments” with 
the aid of credit extended for such purpose. 

7. The principal obstacles to adjustment are not thought to be 
credit problems, but other problems of prices and of costs. 













































Effect of credit on farm income 


A 1952 study of the experience of 200 farm owners in the southern 
Piedmont found that cotton farmers who changed their type of farming 
to livestock, or a combination of cotton and livestock, increased their 
net worth between 1946 and 1952 by $3,100 to $8,500- more than if 
they had continued growing only cotton.” 

Another Farm Credit Administration study investigated the experi- 
ence of 56 larger farms, 31 of which were in Georgia and Kentucky. 
The average improvement expenditure was $19,200 per farm and the 
improvements were made over a period of 7 years. The net farm 
income at the beginning of the 7-year adjustment program averaged 
$3,087 a year. After 7 years the average improvement in income 
resulting from the program amounted to $2,546 a year per farm. This 
was equivalent to an annual return of 13 percent upon the investments 
for improvement of the farms.? 

A 1955 Farmers’ Home Administration study indicated that farmers 
in the South—and the rest of the Nation—who received loans gen- 
erally seemed to. show a level of income and efficiency of operation 
substantially above that considered typical of nonborrowing farmers 
in the area. 






1* Farm Credit Administration; Financing Farm Adjustments in the Southern Piedmont, Bulletin 
CR‘7,. *August 194i: 

?*? Farm Credit Administration; Farmers’ Needs for Intermediate-Term™Credit, Bulletin® CR-6, 
October 1954, 











VON APRI tovg 


— — —— ВИ 





78 SELECTED MATERIALS ON ECONOMY OF THE SOUTH 


Information is available on the changes in average cash receipts 
and non-real-estate capital of farmers in the South who used loans 
supplied by the Farmers’ Home Administration. Information is also 
available on such changes in certain sections of the South containing 
both farmers who did and those who did not receive credit. A com- 
parison of these two groups shows noticeable differences in their cash 
receipts as well as the value of their non-real-estate capital. 

Between 1948 and 1954 the average cash receipts of tobacco-cotton 
farms on the coastal plains of North Carolina increased by 19 percent 
and their non-real-estate capital—consisting of machinery and equip- 
ment, livestock and crops for sale, feed and seed—by 12 percent. The 
cash receipts of the tobacco-livestock farms in Kentucky increased by 
9 percent and the value of their non-real-estate capital by 17 percent. 
The cotton farmers in the southern Piedmont fared worse; their cash 
receipts declined between 1948 and 1954 by more than a third and 
the value of their non-real-estate capital remained virtually unchanged. 

This experience can be compared with the results obtained by the 
Farmers’ Home Administration on 818 farms in the South which 
secured loans from the FHA in 1949 and continued operation in 1954 
The average lean received by these farms in 1949 under the farm 
ownership program was $5,959. Between 1948—-the year prior to 
securing the loan—and 1954 the cash receipts of the 818 farm oper 
ators increased by 64 percent and their non-real-estate capital more 
than doubled. 


TABLE 70.—Cash receipts and non-real-estate capital of tobacco-cotton farms, Nort! 
Carolina, cotton farms, southern Piedmont, tobacco-livestock farms, Kentucky, 
and farms which received FH A farm-ownership credit in the South, 1948 and 195; 





Cash receipts Non-real-estate capita 
Location and type of farm 
1954 1954 percent 1954 1954 perce 

| over 1948 over 1945 
Tobacco-cotton farms, coastal plains, North Carolina | $7, 307 19 $3, 760 12 
Cotton farms, southern Piedmont = — a 2. 040 -35 2. 410 1 
'TrTobaeco-livestock farms, Kentucky bluegrass.. | 5, 505 9 4, 440 17 

818 farms in South receiving FHA farm-ownership | 

ааа 3, 451 64 4, 058 108 


| | 
| | 


Source: U.S. Department of Agriculture, Agricultaral Research Service and Farmers' Home Administmtior 


FHA borrowers in the South added more to their machinery and 
other non-real-estate capital] than FHA borrowers elsewhere. This 
was to be expected in view of the less-mechanized operations that 
have characterized Southern farms. The cash income and net worth 
of FHA’s 1948 borrowers had increased about the same percent by 
1954 in the South and in the United States as a whole. Borrowers’ 
experience varied considerably among the Southern States. 
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TABLE 71.—Changes made by farm-ownership borrowers in cash farm income, 
non-real-estate capital, and net worth, United States and the South, 1948 and 1954 


| 1954 | Percent change 1954 over 1948 
| Average 

Area loan, | | 
1949 Cash Non-real-| Net Cash | Non-real-| Net 
farm estate worth | farm estate | worth 

income capital income capital | 


United States..... $7, $4, 786 $6, 078 $8, 654 32. € 79.0 | 


South 4 ع‎ E, 5. 95 3. 45 4. 058 6. 146 


107. 6 | 


Alabama 5, 963 2, 667 2,843 4, 809 15. : 
Arkansas à 5 3, ‚ 423 5, 356 27.1 93. ; 
Florida... 5, 7 7, 65 682 6, 704 188. : 
Georgia 5 ) 3. 506 3, 476 5, 290 73 
Kentucky 7 4, 0 ) 136 8, 500 ( 17 
Louisiana.. ) 7 » 187 7, 934 90 
Mississippi ; ) 33 , 493 ), 156 ў 142. 
North Carolina , 647 3, 86 3, 936 7, 060 3 122. 6 | 
South Carolina j, 05. 2.97 3, 360 5, 393 5 163. € 
l'ennessee í , 749 ‚ 258 ), 466 85. 
Virginia ‚ 47 3, 343 5, 148 ‚ 576 ‹ 135. 1 


Source: U. S. Department of Agriculture, Farmers’ Home Administration. 


Among 2,632 southern farm operators who repaid their adjustment 


loans to the FHA during fiscal 1954, gains from FHA loans were less 
than those of farm operators outside the South who borrowed from 
Farmers’ Home Administration. The average loan in the South was 
$1,919. During the loan period the average cash income, non-real- 
estate capital, and net worth of these operators rose by more than a 
third. 

TABLE 72.—Changes made by operating adjustment loan borrowers in cash farm 


income, non-real-estate capital and net worth, United States and the South, 1948 
and 1954 


Percent change 1954 over 1948 


Non-real- Net Cash Non-real- Net 
far! estate worth farm estate | worth 
income capital income | capital 


United States. $2, 842 $4, 251 $5, 187 $8, 37: 81 
South ‚ 919 3. 13 3. 348 . 59€ 37. ‹ 38 
Alabama 785 2 408 ‚ 540 5, : 28. 
Arkansas 2, 424 3, 100 3, 211 j, 297 49. ; 33 
Florida ‚ 538 ‚ 446 у 3 ( 33 
Georgia.. 2, 719 3, 822 3,95: 2 у 33 
Kentucky ‚ 714 2, 738 3, 55 5. 83 
Louisiana 2, 363 279 ‚ 22 ‚ 26‹ ( 26 


> 00 س‎ O O 


Mississippi 2. 208 2, 752 3, j, 13 3 47 
North Carolina , 908 3, 037 2, ), 17: : 36. 
South Carolina 094 3, 362 3 5, 5 $ 31 
Tennessee ‚ 524 2. 328 3, 5; , 3€ 3 | 55. : 
Virginia... ‚ 578 3, 073 3, 555 » 7: ‹ | 41. : 


бл‏ هه ډه دن ب 


ډب نټ 


Source: U. 8. Department of Agriculture, Farmers’ Home Administration. 
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Rejection of loan applications 


A study of the lending practices of the production credit associations 
in the 10 Southern States reported by the Farm Credit Administration, 
showed that in 1953 production credit associations. approved an 
average of 77 percent of the applications for loans to finance farm 
adjustments. The basis of their rejections in order of importance 
were ranked as follows: 

1. Applicants had inadequate basis for credit since they lacked 
knowledge and experience on proposed adjustments; 

2. Proposed use of loan was too risky for production credit 
association; 

3. Applicants requested long-term repayment of loan; 

4. Production credit association was not able to lend amounts 
as large as desired by applicant. 

The loans extended by the Federal land banks are for longer periods 
than those of the production credit associations and consequently the 
bank policies are more conservative and result in relatively more 
rejections. In 1953, according to the above study, less than half of 
the applicants in the 10 States received favorable consideration. 
Rejections were for reasons similar to those given by the production 
credit associations. 

There was considerable variation among the States in the per- 
centage of loans that they approved. The Kentucky production 
credit associations approved a higher percentage of requests than 
associations in other States, but the Federal land banks in the same 
State had the lowest record of approvals. 
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TABLE 73.—Percentage of farmers asking for$production credit association and Fed- 
eral land bank loans in 1953 to finance farming shifts and adjustments, who re- 
ceived loans for these purposes 


Production Federal 
State credit land banks 
association | 





Average, 10 States in the South ._..................-.....-. ^ HA 77 47 
оао оон ili id i диди | 69 | 41 
МО СААР... лье ная о ВЕДЬ ль 0 TN 87 | 56 
АЛШ CINA... چ چ‎ ooo d ацил „фи Бе ЕНИ У 80 45 
ода Бена ьс es 72 54 
RON La вадене баьа са К o SUBE Eiriiss o oon iibi nd er. К 89 | 33 
ОНОЮ: овда овас сокс alte dai AN mt айв а 88 | 43 
ДОНИ азы edi ti i i MAD ч DES ENTUM 69 | 44 
о РОР ——— обоа ЊЕ sie alia | 73 | 52 
чье Я јан 76 | 66 
Я а ооо оба Qr eran | 71 38 





Source: Farm Credit Administration, Survey of Crédit for Farm Adjustment in the South, prelimi- 
nary report, November 1955. 


Need for longer term credit 


Some farms in the South are at present better suited to afforestation 
than to continued use for row cropping or low-grade pasture. The 
need for credit to carry out forestty projects has been recognized by 
the Congress, and national banks have been authorized to extend 
credit for such purposes. However, farmers are reported to have 
done.little borrowing as yet. Afr&agricultural economist. in- Arkansas 
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has said that the Federal land banks would be a logical source for 
forestry credit, but that the land banks and their supervisory agency, 
the Farm Credit Administration, have not developed a program for 
such farm adjustments. 

Other economists have remarked that the most pressing need in 
credit policies is for intermediate term credit to enable farmers to 
improve their methods or systems of farming. Repayment plans need 
to be made more compatible with agric ultural development ventures. 
Recognizing this need, the le nders supervised by the Farm Credit 
Administration have begun to experiment with longer term credit, 
and are considering authorizing an increase in the maximum term of 
their loans. 

The Farmers’ Home Administration has pointed out that the num- 
ber of loan applications received from the southern area is far less 
than the number of farmers who can profitably make major adjust- 
ments. Inaletter to the Legislative Reference Service of the Library 
of Congress the Administration explained that many farmers feel their 
chance of receiving a loan is remote due to the shortage of funds of the 
agency. Consequently such farmers do not apply for loans. Lending 
experience in the South gives evidence of the lack of general under- 
standing among many farmers and farm leaders as to the improved 
income and efficiency which can result from an adjustment of farm 
operations. Because of this lack of awareness, many farmers con- 
tinue to operate with inadequate capital and with outmoded methods, 
with little realization of the improved efficiency that might be attained. 

The percentage of all farmers who have made farming adjustments 
with credit obtained from the Farmers’ Home Administration is 
small. The percentage who have made adjustments with credit 
from any other source also is not very high. Estimates collected by 
the Farm Credit Administration in 1955 indicated that about 30 
percent of southern farmers had used credit for such purposes. 


Credit in relation to other problems of farm adjustment 


Most of the studies of gains in farm income and total income of 
the community from use of credit also point out that the availability 
of credit is not a cure-all for the farmers’ problems. Credit is only 
one of a number of factors influencing the success of farm improve- 
ment programs. Managerial ability may be a more important factor 
than credit. 

A Farm Credit Administration study in 1953 found that only 
8 percent of 174 farmers and farm leaders thought that nonavail- 
ability of favorable credit. terms was a factor which retarded farmers 
in their communities from starting improvement programs. All the 
other participants in this study mentioned other influences which 
had nothing to do with credit as the factors which prevented initiating 
such programs. Two-thirds of the respondents replied in the negative 
to the question whether inadequate credit had slowed down farm 
improvement in their respective communities. When asked specifi- 
cally whether (a) nonavailability of credit or (b) low interest and 
management capabilities of farmers was à more important factor in 
limiting improvements, 15 percent checked the former and 85 percent 
the latter. 
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The Atlanta Federal Reserve Bank Monthly Review, in considering 
loan programs for agriculture, concluded in 1953: 


In agriculture, lack of credit is probably one of the least 
important obstacles to expansion and development * * * 
potential — оке for using credit profitably are very 
great. arge share of district farms, however, are too 
small to take advantage of these opportunities. Many 
farmers have enough land but lack the necessary manage- 
ment experience or are still in the process of acquiring TE 


The Farm Credit Administration published in November 1955 a 
survey of credit for farm adjustment in the South. "The study was 
based on replies of 139 production credit associations (out of a total 
of 149) and 160 national farm loan associations (out of a total of 196) 
in 10 Southern States. "The study covered all the States with which 
the present report is concerned, except Florida. 

The participants in this study believed that noncredit factors re- 
tarded 3 out of 4 farmers from making desirable shifts and adjustments. 
and that one-quarter of the farmers failed to make desired adjust ments 
because of lack of credit. 

A recent expression of opinion about the adequacy of farm credit in 
Kentucky emphasizes that the credit problem is a problem of the 
small farmer. It was remarked that improving the farm income level 
requires a reorganization and consolidation of small farms. It was 
said also that progress toward improving efficiency in farms and farm 
income will be slow unless better credit institutions can be drawn 
upon. Changes are needed more in credit practices and institutions 
serving the small low-income farm than in areas where the farms are 
larger, more efficient and profitable. It was stated that a major 
change is needed to retire much of the poorer farm land and put it 
into forests. None of the lending agencies has developed adequate 
policies to accomplish this adjustment. 


estimating the adequacy of credit 

Estimates of the adequacy of farm credit may be based on the 
experience of borrowers and on measurements of the gap between 
the existing volume of credit and the volume required to raise farm 
income to a substantially higher level. Earlier pages have referred 
to some of the studies of farmers’ experience with cooperative lenders 
and Government agencies. An estimate of the credit gap in the 
State of North Carolina indicates the second approach to the adequacy 
of credit. 

It is estimated that a minimum adequate level of farm income in 
North Carolina would require a tripling of the value of the average 
assets of farms, from $7,500 to about $20,000, through consolidation 
of farms and mechanization of operations. However, if credit were 
expanded in considerable volume and over a short period of time, the 
displacement of farmers and farm labor might exceed the rate at 
which nonfarm employment! could absorb the displaced nonfarm 
farm population. 

The estimate of credit needs in North Carolina assumed a reduction 
of the number of farms from 289,000 in 1950 to 200,000 in 1975, and 


и Atlanta Federal Reserve District Monthly Review, May 1953, pp. 8-10. 
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an increase in the average value per farm to $20,000. "Total farm 
investment of $4 billion in North Carolina in 1975 is indicated—about 
double that of 1950. Additional imvestment of more than $100 
million. per year would be required. The actual average annual 
increase in total agricultural loans in North Carolina between 1950 
and 1955 was less than one-quarter of this amount. 

If more credit to farmers is to result in improved incomes, it must 
be accompanied by nonfarm development, additional processing and 
distributing facilities for farm products, and an effective system of 
borrower education. 


Rural electrification loans in the South 


As discussed in preceding pages, governmental lending institutions 
supplement private lending to farmers. Of the governmental agencies 
active in making loans of various kinds in the South, the Rural 
Electrification Administration is particularly significant for its con- 
tribution to farm production and the improvement of farm living 
conditions. It lends to organizations, mainly cooperatives, to lo provide 
central station electric service to those who live in rural area Loans 
are made for generators, distribution facilities, and transmission lines; 
for furnishing and improving telephone service; and for relending to 
customers for wiring and installation of appliances. Southern farmers 
have improved their living and working conditions with electric lights, 
electric water supply and modern plumbing, electric milkers, refrig- 
erators, telephones, and many other modern appliances. Much of 
this advancement has been dependent upon the power made available 
with loans from REA. Since its inception in 1935 through August 
1956 the REA has advanced a total of $828 million in loans for elec- 
trification in the 11 Southern States. The South received almost a 
third of the funds advanced throughout the United States. Electric 
service has been provided to over 2 million southern customers as a 
result of this program. The business created by REA-financed con- 
struction has been estimated by REA at $3.3 billion. 


TABLE 74.— Rural Electrification Administration electrification program, United 
States and the South, as of August 31, 1956 


Estimate of 
Cumulative Cumulative Miles of business 
loans ap funds ad- ine it Consumers| created by 
proved! vanced to yperatior served REA- 
borrowers! financed 
construction ! 


United States 1,07 $3, 291, 472, 17 $2, 788, 183, 88: 1, 439, 197 
South 303 71, 763, 5 827, 745, 37: 439, 719 
Alabama 26 79, 933, 725 58, 554, 7 36, 915 
Arkansas ) 103, 525, 557 : ‚01: 11,095 
Florida i ( 13, 2 2, 317, 20, 588 
Georgia 5 ( 34, 0: , 664, 755 3, 900 
Kentucky 2 , 100, 396 ‚ 747, 367 51, 736 
Louisiana || 52, 769, 90‹ 7,613, 011 25, 048 
Mississippi ›; 90, 689, 73 75, 923, 008 52, 022 
North Carolina 3 3, 274, 343 i 731 42, 663 
South Carolina › 72, 338, 2 3. 036, 443 34, 487 
Tennessee 3: 05, 974, 90, 005, 335 44, 485 
Virginia 2 5, 370, 07€ 56, 276, 341 26, 780 


! Cumulative from 1935 through Aug. 31, 1956. 


Source: Rural Electrification Administration. 















United States 
South... — 
Alabama... 
Arkansas 
Florida 
Georgia. 
Kentucky. 
Louisiana 
Mississippi Р 
North Carolina.. 
South Carolina 
Tennessee. ... 
Virginia. > 


Source: Rural Electrification Administration. 


Active 
borrowers 


دا س س 


جن یہ л жь‏ یہ ی یه 


سس 
eO»‏ 


Cumulative | Cumulative 


approved ! 


loans 


funds 
advanced to 
borrowers! 


$321, 877, 542 | $164, 758, 378 


! Cumulative through from Feb. 24, 1950, Aug. 31, 1956. 


109, 138, 000 
10, 479, 000 | 
5, 022, 000 | 

6, 830, 000 | 





9, 767, 000 
2, 474, 000 
11, 342, 000 
10, 611, 000 
17, 480, 000 
4. 186. 000 


60, 606, 982 
6, 481, 165 
1, 762, 687 
3,085, 748 


6,246, 721 | 


R, ‚ 769 
6, 355, 875 
1, 995, 956 
6, 266, 898 
6, 159 





10, 819. 365 
2, 219, 339 
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Present 
pole miles 
of line 


650 


430 


,126 


618 
229 
119 
346 
551 
369 


900 





TABLE 75.—Rural Electrification Administration telephone program, United States 
and the South, as of August 31, 1956 


| 

| Present 
number of 
subscribers 


367, 
90, 
10, 

9. 
14, 
15, 

LUN 


1 


67 


6, 
12 


165 
372 
561 
377 
035 
227 
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TABLE 7.—Farms: Average size and average value of land and buildings, United 
States and the South, 1940 and 1954 


Average size | Value of land and buildings 
(acres) (per farm) 
Geographie area 


1940 1954 1940 


United States.. 
South 

Rest of United States 
Alabama 

Arkansas 

Florida 

Georgia . 
Kentucky 93. 2 
Louisiana 5 103. 0 
Mississippi 5 95. 9 
North Carolina 37.7 68.2 
South Carolina 7 89. 1 
Tennessee і і 85. 9 


Virginia 94 í 107. 7 


, 706 
, 538 
5, 194 
5, 230 
‚ 491 
, 466 
, 926 
5, 006 
9, 591 
5, 102 
;, 105 
, 767 
‚ 521 


, 821 


>= 


دا سے دن سر سم 
NSIN‏ 


zü 


hot 


ویم سردو دود دم سردو دو دو دع 


Source: 1940 fizures: U. 8, Bureau of the Census; 1950 Census of Agriculture. 1954 U.S. s: Bureau 
of the Census; 1954 Census of Agriculture, preliminary. 
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TABLE 9.—Farms: Number and outside sources of income of operators, United States 
and the South, 1940 and 1954 


MATERIALS ON ECONOMY OF THE SOUTH 


100 
off 


working 
or more 


Number 
days 
farm 


| Number with outside 

Number of farm opera- | income of family ex- 

tors ceeding value of farm 

Geographic arca income 


1940 


United States 
South 


6, 096, 734 
2, 259, 030 


, 782, 393 
1, 797, 301 


1, 424, 645 


597, 530 


943, 575 
314, 505 


Rest of United States. 3, 837, 704 
Alabama. обаа 231, 746 
Arkansas 216, 674 
Florida 62, 248 
DEMNM Sen s ۴ 216, 033 
Kentucky...... ч 252, 894 
Louisiana... am Е 150, 007 
Mississippi E 291, 092 
North Carolina. ..... : 278, 276 
South Carolina 137, 558 | 
Tennessee. . 


247, 617 
Virginia 174, 885 


2, 985, 092 1 827, 
176, 956 


64, 
145, 074 49, 411 
57, 543 


28, 733 
165, 524 60, 313 
193, 487 54, 965 
111, 127 44, 292 
215, 915 (! 57, 291 
267, 906 71, 542 
124, 203 43, 247 
203, 149 67, 971 
136, 416 55, 557 


115 
208 


629. 070 
23, 539 
26, 999 
14, 224 


22. 094 | 


40, 416 
18, 167 
43, 057 | 
43, 351 





! Not available, 


Source: 1940 figures: U. S. Bureau of the Census; 1950 Census of Agriculture. 
the Census; 1954 Census of Agriculture, preliminary. 


1954 fizures: U. S, Bureau of 


TABLE 10.—Farms: Distribution by tenure of operator, United States and the South, 
19 LO and 195 A 


Full owners Part owners Managers All tenants 


Geographic area TOP SEA ACCRUE — банды вы نتا‎ йад айй 


1940 1940 1954 


1940 


United St 
South 
Rest of United States 
Alabama 

Arkansas 

Florida 

Georgia 

Kentucky 
Louisiana 
Mississippi 

North Carolina 
South Carolina 
l'ennessee 

Virginia 


3, 084, 109 
999. 463 
2. 084, 646 |1, 763, 924 
80, 303 87, 275 
85, 542 77, 335 
40, 692 45, 464 
76, 103 87, 705 
149, 695 124, 504 
52. 936 59. 956 
88, 697 92, 920 
32, 451 128, 244 
50, 643 56, 388 
128, 591 119, 434 
113, 510 33, 753 


15, 038 
797 


‚ 241 


tes 2, 736, 941 


973, 017 


854, 931 
240, 947 | 8 
615, 984 28. 054 
NO4 27, 541 415 
794 18, 397 596 
‚ 243 6, 583 1, 645 
. 0758 15, 685 ‚ 002 
909 28. 033 406 
‚376 12, 502 528 
‚ 569 22, 280 1, 007 
784 40, 331 565 
224 17, 408 507 
, 852 30, 392 439 
), 164 18, 545 1, 104 


328 20, 636 
27 6, 316 
14, 320 
196 
580 
ма 
913 
361 
474 
787 
512 
363 
334 
531 


36, 
, 496 
50, 763 
), 224 
, 442 
, 668 
29, 850 
, 824 
9, 167 
, 819 
3, 476 
7, 184 
‚ 735 
‚ 107 


Source: 1940 figures: U, 8, Bureau of the Census; 1950 Census of Agriculture. 
of the Census; 1954 Census of Agriculture, preliminary. 


1954 figures: U. S, Bureau 
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2d Session 


84TH CONGRESS SENATE REPORT 
No. 2831 


= 


DEVELOPMENT OF THE UPPER COLUMBIA RIVER BASIN, 
CANADA AND THE UNITED STATES 


ПЕСЕМВЕЕ 10, 1956.—Filed under authority of the order of the Senate of July 26, 
1956, and ordered to be printed 


Mr. Murray, from the Committee on Interior and Insular Affairs, 


submitted the following 
FIRST INTERIM REPORT 


The Senate Committee on Interior and Insular Affairs held joint 
hearings with a special subcommittee of the Senate Committee on 
Foreign Relations, consisting of Senators Aiken, Langer, Mansfield, 
Morse, and Wiley, with Senator Humphrey as chairman, on March 22, 
26, 28, and May 23, 1956, for the purpose of giving consideration to 
the national and international problems involved in obtaining max- 
imum beneficial development of the Columbia River in Canada and 
the United States. 

These hearings were held on the recommendation of Senator Neu- 
berger, after he had made a preliminary investigation of and report on 
the problems involved at the request of the chairman in the fall of 1955. 

At these hearings, representatives of the major executive depart- 
ments and agencies concerned with the development of the Columbia 
River testified, including the Corps of Engineers, the Department of 
the Interior, the Federal Power Commission, and the De partment of 
State, as well as the private groups and agencies directly interested. 

A great deal of substantive information was brought out in these 
hearings concerning the problems of maximum development of the 
Columbia River system, and the committee obtained considerable 
insight into the relationships between the Federal agencies directly 
concerned in policy formulation in our negotiations with Canada on 
the subject. This material is available in the printed record of the 
hearings. 

Senator Neuberger’s primary recommendation in the preliminary 
study report on this problem, in view of the apparently unbreakable 
deadlock which had developed in the International Joint Commission 
over the issues in controversy between Canada and the United States— 
such as the construction of the great Libby Dam project in Montana, 
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2 DEVELOPMENT OF THE UPPER COLUMBIA RIVER BASIN 


which was authorized in the Flood Control Act of 1950 and has since 
been at the top of the Army Engineers' list of priority projects in the 
Columbia River Basin—was that responsibility within the United 
States Government for the negotiations between the two countries 
be raised from the level of a purely advisory committee like the United 
States section of the International Joint Commission and explicitly 
assumed by the policymaking departments themselves. It was a 
matter of great satisfaction to the committee to learn on the last day 
of the hearings that the Governments of Canada and the United States 
were that day announcing their intention to make the problems re- 
garding the use of waterpower on rivers crossing the international 

oundary the subject of a special joint study and discussion between 
representatives of the two Governments. 

In view of the direct and continuing interest of this committee and 
the Congress in the proper development and use of the waters of the 
Columbia River, and because of the immense importance of this 
problem to the future of the entire Pacific Northwest, it is planned 
to continue these hearings during the 85th Congress. It is particu- 
larly the hope of the committee in this way to keep the Congress 
informed on the progress of the current negotiations with Canada as 
well as to develop additional information on the best method of obtain- 
ing maximum development of the great resources of the Columbia 
River, both in Canada and the United States, 
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